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VIEW OF THE CAPITOL AT WASHINGTON—1850 


This view of the Capitol is another from a steel plate engraving 
from a drawing by W. H. Bartlett (from the book American Scenery 
by N. P. Willis). Describing the view, author Willis notes: 


There are many favourable points of view for this fine structure, 
standing, as it does, higher than the general level of the country. 
* * * there are views from the distant eminences, which are particu- 
larly fine, in which the broad bosom of the Potomac forms the 
background. The effect of the building is also remarkably imposing 
when the snow is on the ground, and the whole structure, rising 
from a field of snow, with its dazzling whiteness, looks like some 
admirable creation of the frost. All architecture, however, is very 
much improved by the presence of a multitude of people, and the 
Capitol looks its best on the day of inauguration. 
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FRANK H. WEITZEL 


FORMER ASSISTANT COMPTROLLER GENERAL 
OF THE UNITED STATES 


Lindsay Carter Warren: 
Comptroller General of 
the United States, 1940-1954 


The Review is privileged to publish in this issue the following 
memorial to Lindsay C. Warren, third Comptroller General of 
the United States, who passed away at his home in Washington, 
N.C., in December 1976 at the age of 87. Mr. Warren’s leader- 
ship of GAO in the critical years of its turnaround from a 
centralized desk audit agency and in otherwise stimulating the 
modernization of financial management practices in the Federal 
Government will rank forever high in the record of GAO 


achievements. This memorial provides not only a fine tribute 
but a valuable record of the debt GAO today owes to a great 


leader. 


The author, Frank H. Weitzel, worked closely with Mr. Warren 
during his years as Comptroller General. Mr. Weitzel became 
Assistant Comptroller General in 1953 on Mr. Warren’s recom- 
mendation to the President to fill the vacancy created by the 
death of Frank L. Yates in that year. He served in this position 
until January 1969 when his 15-year term expired and he retired 
from Government service at that time. 


Lindsay Carter Warren, Comptroller 
General of the United States from 
November 1, 1940, to April 30, 1954, 
and the third person to hold that office 
under the Budget and Accounting Act, 
1921, died December 28, 1976, in Wash- 
ington, North Carolina. 


Mr. Warren was born in the same 
North Carolina town on December 16, 
1889. One of his earliest memories as a 
boy there, as related by Pauline Marion 
Worthy in ‘Washington and the Pam- 
lico,”” was an event which perhaps 


foreshadowed his later distinction as a 
member of Washington, D.C.’s official 
family. President Cleveland had come 
up the Pamlico River on the buoy-tender 
Violet and had anchored at the buoy 
yard. Lindsay Warren went with his 
father Charles F. Warren to visit the 
President. Many years later Mr. Warren 
recalled: 


“IT remember distinctly President 
Cleveland being here in Washington. 
About 5:30 that afternoon my father 
carried me with him to call on Mr. 
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Cleveland. I was about 8 years old. It 
was dark as night at 5:30 and I can 
see the President today in silhouette 
sitting in his cabin reading a paper. 
We had no trouble boarding the 
Violet as the captain and my father 
were good friends. Mr. Cleveland pat- 
ted me on the head.”’ 


After attending local schools and 
Bingham School, Asheville, North 
Carolina, he studied at the University of 
North Carolina at Chapel Hill from 1906 
to 1908. In 1911 and 1912 he studied 
law at the same university, which he 
later served as trustee from 192i to 
1925. The university conferred the 
degree of LL.D. on him at its 150th com- 
mencement in 1946. In May 1954 he 
received the annual award of the Di-Phi 
Societies of the university as ‘‘that 
alumnus of the University of North 
Carolina who had rendered the most 
outstanding service to the University, 
State and Nation.” 

In 1916 Mr. Warren married Emily 
Harris of his home town. She served as 
his partner, inspiration, and admirer the 
rest of his life. 

Mr. Warren had been admitted to the 
bar in 1912 and practiced law until his 
election to the Congress 12 years later. 
During that time he was county attorney 
for Beaufort County and chairman of 
the county’s Democratic executive com- 
mittee. He served in the North Carolina 
General Assembly for one term in the 
house and two terms in the senate, and 
was a member of the State Code Com- 
mission in 1919. 


Congressional Service 


He ran for Congress in 1924 and was 
elected. For 16 years he served without 


2 


opposition as representative from North 
Carolina’s First District. 

Mr. Warren assumed a position of 
leadership in the House and became a 
close associate and friend of Speaker— 
later Vice President—Garner. He served 
as Chairman of the House Committee on 
Accounts and as a member of the Roads 
Committee, the Special Committee on 
Conservation of Wildlife Resources, the 
Merchant Marine and Fisheries Com- 
mittee, the Select Committee on Govern- 
ment Organization, and the Committee 
the Executive 
Departments. He was especially in- 
terested in legislation on agriculture, 
rivers and harbors, the Coast Guard, 
conservation, and Government reorga- 
nization, economy, and efficiency. 

During his congressional service Mr. 
Warren presided over consideration of 
many important pieces of legislation, in- 
cluding the Reconstruction Finance 
Corporation Act of 1932, the Holding 
Company Act, the Selective Service Act, 
and appropriation and revenue bills. He 
was author and sponsor of the 1939 
Reorganization Act, as well as the 
Wright Memorial Act and the Cape Hat- 
teras Seashore Park Act which estab- 
lished the first national seashore park in 
the United States; and he was co-author 
of the Congressional Reapportionment 
Act of 1940. 

Mr. Warren was twice elected Speaker 
pro tempore of the House and was 
selected majority leader of the House 
following the death of Speaker Bank- 
head in 1940 and served in that capacity 
for 2 weeks. In 1937 Life magazine 
named him one of the 10 ablest and 
most influential members of the House. 

During his tenure in the House, Mr. 
Warren was appointed a member of the 
Constitutional Commission of North 


on Expenditures in 
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Lindsay Warren in 1952. He served as Comp- 
troller General of the United States from 
November 1, 1940 to April 30, 1954. 


Carolina in 1931. He served as delegate 
at large to the Democratic National 
Conventions in 1932 and 1940 and was 


one of the three assistant floor managers 
for Franklin D. Roosevelt when he was 
first nominated for President. 


Appointment as 
Comptroller General 


After declining the position of Comp- 
troller General when it was offered to 
him by President Roosevelt in 1936 and 
1938, he yielded to the President’s in- 
sistence and was nominated to the of- 
fice. The appointment was unanimously 
confirmed by the Senate July 31, 1940, 
without being referred to a committee, 
and Mr. Warren resigned his congres- 
sional seat and took the oath of office as 
Comptroller General November 1, 1940, 
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from his close friend Fred M. Vinson, 
later Chief Justice of the United States. 
Mr. Warren brought his interests in 
Government economy, efficiency, and 
reorganization to the General Account- 
ing Office, and soon had an opportunity 
to practice his tenets in his own office. 
Among his first actions was the estab- 
lishment of a committee on organization 
and planning on March 15, 1941, to con- 
sider the organization procedures and 
practices of the Office and to present 
recommendations determined to be in 
the interest of economy or the more 
effective performance of the work of the 
Office. 
created on August 5, 1941, a planning 


To assist the committee, he 
and budget section, set up in his im- 
mediate office to study internal orga- 
nization, procedures, flow and control of 
work, and functional methods and pol- 
icies. 


Audit of 
Wartime Expenditures 


The impact of huge defense and war 
expenditures led, commencing in the 
fiscal year 1942, to the segregation of 
the audit of cost-plus-a-fixed-fee and 
other war contracts from the regular 
audit in Washington. On August 18, 
1942, the new Comptroller General es- 
tablished a war contract project audit 
organization which operated in numer- 
ous centers of cost-plus contract ac- 
tivities, under western, north central, 
south central, southeast, and northeast 
zones. Some of the audit locations were 
San Francisco, Seattle, Chicago, 
Detroit, Baltimore, Atlanta, Dallas, and 
New York City. Some two dozen other 
field stations were added and in 1944 
another zone, Great Lakes, was set up. 
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Audits performed at the contractors’ 
plants enabled prompt resolution of 
questionable payments, as well as the 
retention of documents in the field. 
Through these wartime audits, over 
$110 million of improper payments were 
recovered, many of which would not 
have been identifiable in the former 
centralized audit. 

In addition, four Army audit branches 
were established during fiscal year 1944 
in Atlanta, Chicago, Los Angeles, and 
New York, and a Navy audit branch was 
established in Cleveland, all for the pur- 
pose of auditing expenditures made by 
military disbursing officers. As Mr. War- 
ren said in his annual report for fiscal 
year 1943: 


I feel most strongly the obligation 
which the General Accounting Office 
has, as the agency of the Congress, to 
perform a prompt and careful audit of 
the war expenditures, so that there 
may be no delay in war production 
because of doubt as to the validity of 
payments to war contractors, and so 
that any illegal or erroneous pay- 
ments may be recovered while there is 
yet time. 


After World War II, the war contract 
project audit section was abolished and 
its functions and responsibilities were 
transferred to a field audit section of the 
Audit Division, which was later given 
additional responsibilities for civilian 
payroll and soil conservation audits. 

Another early concern of the new 
Comptroller General was the audit of 
Government corporations, most of which 
had no audit by the General Accounting 
Office or only a limited one. 


Audit of the 
Tennessee Valley Authority 


One of the first problems he en- 
countered was an impasse between the 
Office and the Tennessee Valley 
Authority (TVA) over the Office’s 
authority to require submission of ac- 
counts under the Budget and Account- 
ing Act, 1921, in addition to the 
commercial-type audit mandated by sec- 
tion 9 (b) of the Tennessee Valley 
Authority Act as amended by the Act of 
August 31, 1935. As a result of coopera- 
tive discussions in which Mr. Warren 
and the Comptroller of the Tennessee 
Valley Authority, Eric L. Kohler, par- 
ticipated, the Tennessee Valley Authori- 
ty Act was further amended by the Act 
of November 21, 1941. The amendment 
required compliance by TVA with the 
general requirements of law for submis- 
sion of accounts but permitted the 
Board of Directors to overrule the Of- 
fice’s exceptions as to expenditures the 
Board determined to have been neces- 
sary to carry out the provisions of the 
Tennessee Valley Authority Act. 

Following the enactment of this legis- 
lation the audit reports were quickly 
brought up to date and the Authority in 
reply to the 1940 report observed: 


We are pleased to inform you that the 
new audit program initiated by you 
appears to incorporate more compre- 
hensive procedures relating to mat- 
ters of financial position and results 
of operation and is of genuine help- 
fulness to the Board and Manage- 
ment of the Authority. You may be 
sure that we welcome this broader 
scope of your audits. 


It is worth noting here that Eric 
Kohler a decade later was one of the 
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strongest supporters of the budget and 
accounting legislation backed by Mr. 
Warren in 1950. 


Audit of the Commodity 
Credit Corporation 


After resolution of the TVA audit 
question, Mr. Warren turned to the 
audit of the Commodity Credit Corpora- 
tion. The administrative expenses, but 
not the program expenditures, of this 
Corporation were audited by the Gen- 
eral Accounting Office under existing 
law. A joint committee was set up by Mr. 
Warren and the Secretary of Agriculture 
to study the accounting relationships 
between the Corporation and the Office. 

Upon receiving the findings and rec- 
ommendations of that committee, the 
Department of Agriculture—later the 
War Food Administration—and the 
General Accounting Office were in 
agreement that the regular governmen- 
tal audit was not suitable to the audit of 
the capital fund operations of the Cor- 
poration. 

Also, it was recognized that it was im- 
practical, if not impossible, to assemble 
in one place the documents supporting 
the Corporation’s capital fund opera- 
tions and still permit the Corporation to 
carry out the business operations im- 
posed on it by the Congress. So the Con- 
gress was asked for legislation to ex- 
pressly authorize the General Account- 
ing Office to make an audit of the 
capital fund transactions of the Cor- 
poration in accordance with the prin- 
ciples applicable to commercial cor- 
porate transactions. 

For reasons not related to the audit 
provisions, it took until February 28, 
1944, for the Congress to enact the re- 
quested legislation, Public Law 78-240, 
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which provided for annual audits and 
reports to the Congress. Mr. Warren’s 
annual report to the Congress for 1944 
pointed out that: 


The importance of this legislation 
cannot be too greatly stressed since it 
represents not only a legislative clar- 
ification of the financial and account- 
ing status of the Commodity Credit 
Corporation offering an example for 
use in the case of other corporations 
similarly situated, but an end result of 
the cooperation of a joint commitee 
consisting of representatives of the 
Department of Agriculture and of the 
General Accounting Office, estab- 
lished for the purpose of studying and 
making recommendations concerning 
the accounting relationships be- 
tween the two agencies. 


Government Corporation 
Control Legislation 


Meanwhile, the Joint Committee on 
Reduction of Nonessential Federal Ex- 
penditures had expressed great interest 
in auditing and budgeting control over 
all Government corporations. On May 
21, 1943, at the Committee’s request, 
the Comptroller General and the Direc- 
tor of the Bureau of the Budget submit- 
ted a joint report on the subject. The 
Committee’s report on Government cor- 
porations was issued August 1, 1944, as 
Senate Document No. 227, 78th Con- 
gress, and legislation was introducted in 
the House and Senate embodying many 
recommendations of the report aimed at 
establishing financial control of Govern- 
ment corporations by the Congress, the 
President through the Budget Bureau, 
the Treasury Department, and the Gen- 
eral Accounting Office. 
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Before the House and Senate Com- 
mittees on Expenditures could act on 
the comprehensive legislation intro- 
duced, the Congress attached the provi- 
sions dealing with General Accounting 
Office audits to Public Law 79-4, ap- 
proved February 24, 1945, with respect 
to supervision of the Reconstruction 
Finance Corporation, leaving the Budg- 
et and Treasury provisions for later con- 
sideration. Public Law 79-4 required 
the General Accounting Office, com- 
mencing with the fiscal year 1945, to 
audit the financial transactions of all 
Government corporations in accordance 
with the principles and procedures ap- 
plicable to commercial corporate trans- 
actions and to make reports thereon to 
the Congress, the President, and the cor- 
porations. 

In April 1945 Mr. Warren appeared 
as the first witness before a subcom- 
mittee of the Senate Banking and Cur- 
rency Committee on 5.469, providing 
for financial control over Government 
corporations through General Account- 
ing Office audits and reports to Con- 
gress on all corporations and through 
the submission of budget programs to 
the Bureau of the Budget and the Con- 
gress by the wholly Government-owned 
corporations. Fiscal controls by the 
Secretary of the Treasury were also in- 
cluded. 

The Comptroller General told the 
Committee: 


This bill, providing for financial con- 
trol of Government corporations, is an 
outgrowth of studies made by the 
Byrd committee, and embodies rec- 
ommendations made in that commit- 
tee’s report on Government corpora- 
tions, published as Senate Document 
No. 227, Seventy-eighth Congress. 


Representatives of the General Ac- 
counting Office collaborated with the 
authors of the bill and with repre- 
sentatives of the Byrd committee, the 
Bureau of the Budget, and the Treas- 
ury Department in the discussions 
preceding introduction of the bill. I 
have previously stated before a sub- 
committee of the Senate Appropria- 
tions Committee, and in my report to 
your subcommittee, and I wish to 
repeat now that I consider this bill the 
most forward-looking and outstand- 
ing piece of legislation of its kind in 
the last 25 years, extending back to 
the enactment of the Budget and Ac- 
counting Act of 1921. 


He added at the hearing: 


It is for the Congress to decide 
whether a particular governmental ac- 
tivity shall be carried on in corporate 
form, and I have repeatedly recog- 
nized the desirability of reasonable 
flexibility in the business operations 
of a Government corporation. How- 
ever, a minimum of control by the 
Congress and the established fiscal 
agencies of the Government is essen- 
tial to insure that the financial pro- 
grams of Government corporations 
are carried out in accordance with the 
policies of the Congress and the gen- 
eral program of the Government, and 
by sound and efficient methods. 


* * * * 


Mr. Chairman, I am firmly of the 
opinion that if the present trend con- 
tinues, that is, the creation of Govern- 
ment corporations, or if it is not 
curbed we will soon have a govern- 
ment by Government corporations. A 
large segment of the Government is 
today operating independently of 
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Comptroller General Warren and top GAO staff in 1949. Left to right, seated: E. L. Fisher, 
General Counsel, William L. Ellis and Frank H. Weitzel, Assistants to the Comptroller 
General, Lindsay C. Warren. Comptroller General, Frank L. Yates, Assistant Comptroller 
General, E. R. Ballinger, Assistant to the Comptroller General, and John F. Feeney, Ex- 
ecutive Officer. Standing: T. A. Flynn, Director of Personnel, J. D. Denit, Chief, Account- 
ing and Bookkeeping Division, Stephen B. Ives, Director, Corporation Audits Division, E. 
W. Bell, Chief; Audit Division, A. Banks Thomas, Chief, Claims Division, Walter F. Frese, 
Chief, Accounting Systems Division, Gary Campbell, Chief, Postal Accounts Division, H. O. 
Hoagland, Chief, Transportation Division, V. R. Durst, Chief, Reconciliation and Clearance 
Division, Reed F. Martin, Chief Clerk, and S. B. Tulloss, Chief of Investigations. 


congressional control and free from 
accountability to the Executive. In- 
deed, this thing we call ‘‘Govern- 
ment’’ has reached such gargantuan 
proportions that it is sprawled all over 
the lot. 

It has become greater than Con- 
gress, its creator, and at times it ar- 
rogantly snaps its fingers in the face 
of Congress. 

The most necessary thing that I 
know of today along governmental 
lines is a thoroughgoing reorganiza- 
tion of the executive branch of the 
Government. It should be done scien- 
tifically, but once the decision is 
made then a bush ax or a meat cleav- 
er should be used. The only way to 
reorganize is to reorganize. It calls for 
great courage. 
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Duplications and overlapping are 
widely prevalent and untold millions 
could be saved and efficiency in- 
creased to a high degree. Of course, 
there would be loud yelps and snarls, 


but that is always true when powers 
are curbed, consolidations made, or 
appropriations reduced or discon- 
tinued. 


A month later, Mr. Warren was again 


the first witness before the House Com- 
mittee on Expenditures, on the compan- 
ion Case-Whittington bill, H.R. 3660, 
where he told the Committee: 


I would be the last person in the world 
to come here and advocate putting 
any of these corporations in a strait- 
jacket. I am certainly absolutely op- 
posed to congressional domination of 
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administration in the executive 
branch of the government. What I am 
* * * is that Congress, 
representing the taxpayers of the 
country, should know about their ap- 
propriations and their audit. 


advocating 


Both the House and Senate Commit- 
tees reported the corporation control 
legislation unanimously, and it was 
enacted into law as Public Law 79-248, 
approved December 6, 1945. 

While engaged in these important 
legislative activities, Mr. Warren had to 
make an equally important personal 
decision, one which vitally affected the 
future of the General Accounting Office. 
In January 1945 he had been tendered 
the judgeship of the United States Dis- 
trict Court for the Eastern District of 
North Carolina by President Roosevelt. 
After seriously considering the offer, he 
declined it. 


Establishment of the 
Corporation Audits Division 


To perform the new type of audits for 
which the General Accounting Office 
was made responsible, Mr. Warren set 
up a new Corporation Audits Division in 
the Office in 1945.! He consulted the 
American Institute of Accountants in 
order to obtain their recommendations 


as to qualified personnel. To head the 
Division, with a promise of 2 years of 
service, he selected JT. Coleman 
Andrews, a certified public accountant 
who had headed his own firm in Rich- 
mond. A staff of professional account- 
ants was recruited, largely from those 


1 John C. Fenton, “The Corporation Audits 
Division, Its Legacy to the Seventies,” The GAO 
Review, summer 1971, p.88. 


who were just leaving the military serv- 
ice after World War II. Among the early 
recruits, released by the Navy, were 
Ellsworth H. Morse, Jr., now Assistant 
Comptroller General, and Adolph T. 
Samuelson, recently retired as an As- 
sistant Comptroller General. 

Robert F. Keller, the present Deputy 
Comptroller General, returned to the 
General Accounting Office from the 
Navy about this time. After serving as a 
legislative attorney, he was appointed by 
Mr. Warren as Assistant to the Comp- 
troller General, a position which he held 
until designated General Counsel in 
1958. 

Because of the backlog of audit work, 
it took some time for the Corporation 
Audits Division to bring its work up to 
date. But by the time Mr. Warren re- 
tired, in April 1954, some 200 reports 
had been sent to the Congress with 
many recommendations for better man- 
agement, improved financial control, 
and return of the Government’s in- 
vestments. 


The GAO Comprehensive 
Audit Program 


In the light of the experience gained 
in the audit of Government corporations 
at the site of operations, and to imple- 
ment additional responsibilities for 
property audits conferred upon the 
General Accounting Office by the Fed- 
eral Property and Administrative Serv- 
ices Act of 1949, Mr. Warren on October 
19, 1949, launched a new comprehensive 
audit program to be conducted in the 
regular agencies of the Government. 
This program he defined in these words: 


The comprehensive audit rec- 
ognizes that the accounting and in- 


GAO Review/Spring ’77 





ternal control procedures of each a- 
gency are the basic points for effec- 
tive control of the Government's fi- 
nancial operations. In line with this, it 
is the policy of the General Account- 
ing Office to utilize audit processes 
based upon an evaluation of account- 
ing systems and the effectiveness of 
related internal checks and controls 
in the agencies at the site of opera- 
tions, to the maximum extent practi- 
cable, as a basis for the fuller and 
more effective discharge of its respon- 
sibilities to the Congress. 

The comprehensive audit includes 
an audit of receipts, expenditures, 
and application of public funds; and 
embraces the verification of the 
assets, liabilities, proprietary ac- 
counts, and operating results of 
Government departments and agen- 
cies in accordance, to the extent 
deemed practicable and adequate, 
with generally accepted auditing prin- 
ciples and procedures applicable to 
commercial enterprises. Individual 
transactions are examined to the ex- 
tent deemed necessary in the circum- 
stances for determining compliance 
with all laws, regulations, and deci- 
sions applicable to such transactions, 
with authority and responsibility to 
state exceptions and raise charges 
where necessary. 


Joint Accounting 
Improvement Program 


Immediately after World War II, Mr. 
Warren had announced that accounting 
improvement was to have the first pri- 
ority in the efforts of the General Ac- 
counting Office. In 1947 he invited John 
W. Snyder, Secretary of the Treasury, 


GAO Review/Spring ’77 


LINDSAY CARTER WARREN 


and James E. Webb, Director of the 
Budget and a fellow North Carolinian, 
to join with him in a concerted attack on 
the Government’s accounting, budget- 
ary, and financial reporting problems. 
After much preliminary work and col- 
laboration between the staffs of the 
three agencies and staff of the Senate 
Committee on Expenditures, Mr. War- 
ren on October 20, 1948, announced the 
Joint Accounting Improvement Program 
(now the Joint Financial Management 
Improvement Program) to the heads of 
all Government departments and agen- 
cies. In his letter he said: 


The program contemplates the full 
development of sound accounting 


within each agency, as a working arm 
of management, in terms of financial 
information and control. At the same 
time it envisions an integrated pat- 
tern of accounting and financial 
reporting for the Government as a 
whole responsive to executive and 
legislative needs. Balanced recogni- 
tion will be given to the need for a 
flexible basis for accounting develop- 
ment within agencies in the light of 
varying types of operations and to 
overall fiscal, reporting, and audit 
responsibilities. The accounting and 
reporting principles, standards, and 
basic procedures established will take 
into consideration the various areas 
of responsibility involved, the elim- 
ination of overlapping operations and 
paper work, and the fuller application 
of efficient methods and techniques 
in accounting operations throughout 
the Government. 


Mr. Warren related that he had 
requested and obtained from the Secre- 
tary of the Treasury and the Director of 
the Bureau of the Budget their assur- 
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THE SIGNING OF THE CHARTER OF THE JOINT PROGRAM FOR 
IMPROVING ACCOUNTING IN THE FEDERAL GOVERNMENT 


Left to right are: Secretary of the Treasury, John Snyder; Comptroller General of the United States, 
Lindsay Warren; and Director, Bureau of the Budget, James E. Webb—January 6, 1949. 


ances of full cooperation with him in the 
joint development and execution of the 
program from the standpoint of their 
responsibilities, needs, and fundamental 
interests. He reported that to spearhead 
the program he had created an Account- 
ing Systems Division and invited the 
designation of representatives to facil- 
itate agency participation. He had 
already obtained, from the Treasury 
Department, to head the new division 
Walter F. Frese, a certified public ac- 
countant and a university teacher with 
long experience in the Government.? 

On January 6, 1949, the three central 
agency heads issued a general statement 
of policies and objectives and a sum- 


2‘*The Accounting Systems Division,’’ The 
GAO Review, summer 1971, p. 111. 


10 


mary of work areas and expressed their 
complete agreement that: 


1. Current accounting and financial 


reporting are proper functions of 
the executive branch and account- 
ing systems prescribed by the 
Comptroller General should be in 
recognition of this as a fundamen- 
tal principle. 
2.Audit, independent of the 
executive branch, is an essential 
and proper function of the General 
Accounting Office and properly de- 
signed accounting systems are a 
vital factor to the effectiveness of 
such independent audit. 
. Accounting systems should be 
developed as a cooperative under- 
taking as an essential to meeting 


GAO Review/Spring ’77 





the needs and responsibilities of 
both the executive and legislative 
branches of the Government. 


Shortly thereafter, Edward F. Bartelt, 
Fiscal Assistant Secretary of the Treas- 
ury, in testifying on the Treasury’s ap- 
propriation bill for 1950, made this ap- 
praisal of Mr. Warren’s leadership: 

I might say that I have been in the 
Government now some 30 years and 
my principal interest has been the im- 
provement of the accounting system. 
I can tell you, on the basis of my per- 
sonal experience, that I was quite 
skeptical about the future of Govern- 
ment accounting until the Comptrol- 
ler General, the Budget Director, and 
the Secretary of the Treasury, got 
together on this cooperative project, 
working together as a team on a com- 
mon problem in this cooperative way. 

I cannot say too much for Mr. War- 
ren. If we can just keep Mr. Warren in 
that job as Comptroller General of the 
United States—and this is based on 
numerous conversations with him—I 


am quite convinced that there is go- 
ing to come out of this joint project a 
very good accounting system at a 
much lower cost than now is entailed 
in maintaining the accounting sys- 
tem. 


First Hoover Commission 
Recommendation 


The first Hoover Commission on 
Organization of the Executive Branch of 
the Government made its report to Con- 
gress on budgeting and accounting in 
February 1949. As to the latter subject, 
the Commission recommended setting 
up an Accountant General in the Treas- 
ury Department to prescribe adminis- 
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trative accounts subject to approval of 
the Comptroller General, and to prepare 
summaries of agency accounts and fi- 
nancial reports. Senate bill 2054, 81st 
Congress, was introduced by Senator 
McCarthy to implement the Commis- 
sion’s budget and accounting recom- 
mendations. Mr. Warren testified on 
that bill in early 1950. A pretty full state- 
ment of his testimony has already ap- 
peared in The GAO Review for summer 
1971 (p. 60) under the heading ‘‘Comp- 
troller General Warren Reviews Efforts 
To Transfer Functions from the General 
Accounting Office.’’ However, in the in- 
terest of rounding out our recollections 
of Mr. Warren, some of it is well worth 
repeating. 


This is the age-old fight to shift 
from Congress to the executive the 
control over expenditures of public 
funds. It is no different from other 
assaults made on the independent in- 
tegrity of your agency [GAOJ, except 
that this time it comes solely from 
without the Government. * * * My ob- 
jection is, of course, twofold. One is 
because, as I stated at the outset, the 
proposal to transfer functions of the 
General Accounting Office to an of- 
fice in the executive branch strikes at 
the very vitals of the independence of 
the Office. * * * 

The General Accounting Office is 
an agency of the Congress to check on 
the financial transactions of the 
Government. It is an important part 
of our system of checks and balances. 
It was set up by the Budget and Ac- 
counting Act of 1921 as an arm of the 
Congress and has always been a part 
of the legislative branch of the Gov- 
ernment. Its broad function is to 
audit and settle public claims and ac- 
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counts, investigate the Government’s 
financial transactions, and to advise 
and assist the Congress in matters re- 
lating to public moneys. * * * 

As a result of the Budget and Ac- 
counting Act, congressional control 
over financial matters was greatly 
strengthened. For the first time the 
Congress had its own completely 
nonpartisan and nonpolitical agent to 
assure the furnishing of necessary in- 
formation concerning the financial 
transactions of the Government and 
to enforce the congressional intent as 
to expenditures. 

I believe that the General Account- 
ing Office as it stands today is render- 
ing to the Congress, to the taxpayers, 
and to the executive branch a greater 
service than ever before in the history 
of our Government. * * * 

I am an old hand at this thing 


called Government reorganization, 
going back to 1932. Following the 
recommittal of President Roosevelt’s 
reorganization bill in the House in 


1938, I personally polled every 
Member and found the reasons for 
the opposition. Based on what I 
found—and I say this with all due 
modesty—I was the author of the 
1939 Reorganization Act, passed after 
the elimination of the objectionable 
features, the main one of which was 
the provision for abolition of the 
General Accounting Office. As finally 
passed, the 1939 act specifically ex- 
empted the General Accounting Of- 
fice from the reorganizing authority 
granted to the President. The 1945 
Reorganization Act went even further 
and declared that the term ‘“‘agency”’ 
as used in the act “‘does not include 
the Comptroller General of the 


United States or the General Account- 
ing Office, which are a part of the 
legislative branch of the Govern- 
ment.’’ The same provision was in- 
cluded in the draft of reorganization 
legislation sent down by the President 
last year and was enacted as part of 
the Reorganization Act of 1949. I was 
the first witness before this Commit- 
tee last year in its consideration of 
that act, and I want to quote the fol- 
lowing statements from my testimony 
at that time: 

My own agency, the General Ac- 

counting Office, is exempted by the 
terms of the pending bill, not because 
it is sacrosanct or any more angelic 
than the rest but in recognition that it 
is the creature and agent of Congress, 
by law a part of the legislative branch. 
I would invite—not oppose—any stud- 
ies and legislation undertaken by the 
Congress looking toward improvement 
of the General Accounting Office. Any- 
time it cannot justify its worth by its 
accomplishments in the opinion of the 
Congress, it ought to be abolished or 
drastically changed. 


On this point, I would like to point 
out in passing that the act setting up 
the Hoover Commission expressly 
states that the Commission shall 
study and investigate agencies of the 
executive branch. The Commission’s 
authority did not extend to the study 
or making of recommendations con- 
cerning any agency of the Congress 
ieoy. °°” 

Without impugning in the least the 
integrity of any official of the ex- 
ecutive branch, and entirely on prin- 
ciple, I say that the surest guarantee 
that the Congress will always have 
such full disclosure of accounting in- 
formation which it wants and needs is 
to leave the ultimate prescribing func- 
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tion where it stands, in Congress’ own 
agency, the General Accounting Of 
fice.*** 


*” *” * 


But this time for the first time the 
General Accounting Office comes in 
here with the backing of the Govern- 
ment itself. I have told you that the 
Joint Program has received in writing 
the enthusiastic support of the agen- 
cies of the Government. 


Budget and Accounting 
Procedures Act of 1950 


The effectiveness of Mr. Warren’s 
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for advice as their own agent in these 
matters, stated that the pending 
measure is the most progressive and 
important piece of legislation in this 
field since the enactment of the 
Budget and Accounting Act of 1921. 
Testifying to the House Expenditures 
Committee on companion bill H.R. 9038 
the day after the Senate Committee had 
unanimously reported the Senate ver- 
sion, sponsored by 11 of the 13 members 
of the Senate Committee, Mr. Warren 
said that to his mind it was the finest 
piece of sincere, objective cooperation 
that he had witnessed during the 10 
years that he had been Comptroller 
General, and that its primary purpose 
was: 


stand and his support is shown by the 
fact that later that year a new bill, S. 
3850, was introduced in the Senate elim- 
inating the features to which he had ob- 


jected. In a statement presented to the 
Senate at the time the bill was unani- 
mously passed, Chairman McClellan of 
the Senate Expenditures Committee 
said: 


The pending bill, S. 3850, is the result 
of more than 3 years’ study on the 
part of the staff of the Committee on 
Expenditures in the Executive De- 
partments, and representatives of the 
General Accounting Office, Treasury 
Department, and Bureau of the 
Budget. In drafting the bill, the com- 
mittee also considered and examined 
carefully the recommendation of the 
Hoover Commission in its Report on 
Budgeting and Accounting. The 
Comptroller General, the Director of 
the Bureau of the Budget, and the 
Secretary of the Treasury appeared 
before the committee to express their 
approval of the bill. The Comptroller 
General, to whom the Congress looks 
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* * * full disclosure; full disclosure, if 
you please, to the Executive; full dis- 
closure, if you please, to the Congress; 
and again, if you please, full disclo- 
sure to the American taxpayer. That 
is the primary purpose of the account- 
ing provisions of this bill. 

The auditing provisions are pro- 
gressive and in line with modern 
thought. 

But it will take this bill, gentlemen, 
for us to accomplish this program, 
and I urge this Committee to expedite 
its passage. I can say to you what | 
said to the Members of the Senate 
yesterday. They have a policy over 
there that many Senators can intro- 
duce a single bill We do not have 
that policy over here in the House. 
But I say to you that if this bill 
becomes the law, every member of 
this House Committee can in the 
future point with pride to the fact that 
he sat on the Committee and helped 
to get through the most constructive 
measure of its kind that we have had 
in a long time. 
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The House Committee paid an unus- 
ual tribute to Mr. Warren and others 
who testified on the bill. Immediately 
upon conclusion of testimony by Mr. 
Warren, Secretary of the Treasury John 
W. Snyder, and Budget Director Fred- 
erick J. Lawton, the bill was unanimous- 
ly directed to be reported out to the 
House. 

The legislation to which Mr. Warren 
was addressing himself was enacted as 
the Budget and Accounting Procedures 
Act of 1950. The act carefully defined 
the responsibilities of all concerned in 
Government accounting and wrote into 
law the principles under which the Joint 
Accounting Improvement Program iad 
been carried on. As to the General Ac- 
counting Office, the Congress declared 
the policy that (1) full consideration be 
given to the needs and responsibilities 
of both the legislative and executive 
branches in the establishment of ac- 
counting and reporting systems and re- 
quirements and (2) the auditing for the 
Government, conducted by the Comp- 
troller General as an agent of the Con- 
gress, be directed at determining the ex- 
tent to which accounting and related 
financial reporting fulfill the purposes 
specified in the act; financial transac- 
tions have been consummated in ac- 
cordance with laws, regulations, or other 
legal requirements; and adequate inter- 
nal control over operations is exercised, 
as well as at affording an effective basis 
for the settlement of accounts of ac- 
countable officers.® 


The policy declaration emphasized 
the importance of making orderly im- 
provements resulting in simplified and 


5 See the author’s article, ‘SA New Basis for 
Governmental Accounting,” The Illinois Certified 
Public Accountant, Sept. 1950, p. 24. 
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more effective accounting requirements 
and procedures and of eliminating those 
which involve duplication or do not 
serve a purpose commensurate with the 
costs involved. 

The specific provisions of the act as to 
the accounting functions of the General 
Accounting Office were designed to in- 
sure that the Comptroller General have 
the authority to prescribe principles and 
standards for executive accounting and 
to approve systems which met his basic 
requirements, but that he would cooper- 
ate with the agencies in the develop- 
ment of their systems. 

Similarly, as to the auditing provi- 
sions, the Comptroller General was 
given authority to determine the prin- 
ciples and procedures; in so doing he 
was to give due regard to generally 
accepted principles of auditing, in- 
cluding consideration of the effec- 
tiveness of accounting organizations 
and systems, internal audit and control, 
and related administrative practices. 
Specific recognition was given to the 
Comptroller General’s comprehensive 
but selective on-the-site audit program. 

What the Budget and Accounting 
Procedures Act did for the Government 
as a whole was done for the Post Office 
Department in the Post Office Depart- 
ment Financial Control Act of 1950, also 
strongly endorsed by Mr. Warren. 

In his annual report for 1951, Mr. 
Warren wrote: 


Prompt implementation of the pro- 
visions of these acts has keynoted the 
accounting activity of the General Ac- 
counting Office in the fiscal year 
1951. As a result, many accounting 
improvements running the gamut of 
Joint Program objectives and reach- 
ing throughout the Government have 
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been realized. Of particular signifi- . 


cance has been the action taken 
under the authority of sections 115 
and 116 of the Budget and Account- 
ing Procedures Act of 1950 to revamp 
the central accounting processes, in- 
cluding warrant procedures, and to 
eliminate central accounting func- 
tions in the General Accounting Of 
fice. Based upon the determined 
effectiveness and reliability of im- 
proved systems of accounting and in- 
ternal controls within executive agen- 
cies and departments, drastic simpli- 
fications have been effected in the 
previously existing central accounting 
requirements. This has been done 
with no lessening of safeguards over 
the control and accounting for the 
public funds and with accompanying 
annual savings of substantial amounts 
in the Office as well as additional sav- 
ings in all agencies of the Govern- 
ment. 


Reorganization in GAO 


His report went on to describe the 
abolition of the Accounting and Book- 
keeping Division of the Office and the 
discontinuance of over 200,000 prin- 
cipal ledger accounts and millions of 
documents formerly submitted to the 
Office, because the Office’s respon- 
sibilities could be more effectively and 
economically carried out in other spec- 
ified ways. | 

With the additional audit authority 
given by the new legislation, Mr. War- 
ren first abolished the Postal Accounts 
Division of the General Accounting Of- 
fice and set up a new Postal Audit Divi- 
sion to audit the Post Office Department 
on a comprehensive basis. He then 
merged the new division with the Of- 
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fice’s Audit, Corporation Audits, and 
Reconciliation and Clearance Divisions 
in January 1952, into a Division of 
Audits, headed by a Director of Audits 
responsible to him for the auditing ac- 
tivities of the Office, excluding transpor- 
tation audit but including the develop- 
ment and extension of the comprehen- 
sive and site audit programs as fast as 
circumstances would permit. To head 
the new Division of Audits, Mr. Warren 
selected Ted B. Westfall of the Corpora- 
tion Audits Division, who had directed a 
comprehensive survey of the Office’s 
organization for him. 

To further implement the new audit 
organizations, Mr. Warren on March 30, 
1952, announced the establishment of 
23 regional audit offices which were 
staffed and operating under regional 
managers by July 1, 1952. The regional 
offices were given broad responsibilities 
for auditing agency operations and this 
field audit organization evolved into 
substantially the shape it has today 
under the Field Operations Division.* 

In his annual report for fiscal year 
1952, Mr. Warren told the Congress: 


The magnitude of the expenditures 
being made by the Government in 
and for the assistance of foreign coun- 
tries has been of great concern to me 
and for some time I have recognized 
the need for having audit and investi- 
gative personnel of the General Ac- 
counting Office stationed abroad for 
the purpose of checking on the ex- 
penditures being made. Accordingly, 
soon after the end of the fiscal year, I 
established a European branch of the 
General Accounting Office with head- 


*C. E. Merrill, “‘History of the Field Operations 
Division,” The GAO Review, summer 1971, p. 
128. 
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quarters in Paris and suboffices in 
London, Frankfurt, Rome, and 
Nouasseur to perform all of the audit, 
investigative, legal, and other func- 
tions of the Office in the European 
area including the Near East and 
North Africa. I have had represent- 
atives of the Office surveying the 
situation in the Far East for the pur- 
pose of determining the best way for 
us to properly discharge our respon- 
sibilities there. 


To perform the auditing and account- 
ing work of the Office under the Joint 
Program and the new legislation, Mr. 
Warren carried on a program of recruit- 
ment of personnel with the highest ob- 
tainable qualifications. By the fiscal 
year 1954, of the more than 1,000 em- 
ployees engaged in the comprehensive 
audit program, over one-third had been 
the product of direct college recruit- 
ment. Of those who had been with the 
Office 2 years or more, approximately 
46 percent had earned their certified 
public accountant certificate. 

Also in 1952, Mr. Warren released a 
brief statement entitled ‘“The Contribu- 
tion of Accounting to Better Manage- 
ment,” intended to convey to top ex- 
ecutives in Government the concepts 
underlying the role of accounting and 
its usefulness to management. And on 
November 26, 1952, he issued a State- 
ment of Accounting Principles and Stan- 
dards for the Guidance of Executive 
Agencies of the Government—GAO’s 
first such statement called for by the 
Budget and Accounting Procedures Act 
of 1950. 

As a result of cooperative accounting 
systems development work under the 
Joint Accounting Improvement Program 
and the Budget and Accounting Proce- 
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dures Act, 37 agency accounting systems 
had received the Comptroller General’s 
approval by June 30, 1954. 


The Case of the 
S.S. United States 


Mr. Warren was never afraid to do 
battle in what he felt was a just cause. A 
classic example was his struggle with the 
Maritime Commission over payments of 
construction subsidies under the Mer- 
chant Marine Act of 1936. In 1949 he 
sent to the Congress a report charging 
abuses by the Commission in its ad- 
ministration of those subsidies. He was 
particularly offended by an agreement 
between the Commission and the United 
States Lines for the sale to the shipping 
company of the superliner S.S. United 
States. The agreement provided for the 
company to pay the Government ap- 
proximately $28 million for the ship, 
which had cost the Government an esti- 
mated $70 million. The Government was 
to absorb the balance as construction 
subsidy and national defense features. 
Mr. Warren felt that aside from the na- 
tional defense features, the amount to 
be paid was deficient by at least $10 
million. His report was strongly sup- 
ported by a subcommittee of the House 
Expenditures Committee as well as by 
President Truman. 

Meanwhile, the President had abol- 
ished the Commission and transferred 
its functions to the Commerce Depart- 
ment. When the vessel was completed in 
1952, the Secretary of Commerce deliv- 
ered it to the United States Lines, not- 
withstanding Mr. Warren’s decision 
that the contract was not a binding and 
unavoidable one. The President di- 
rected the withholding of $10,000,000 
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otherwise due the company, pending 
resolution of the controversy, and re- 
ferred the case to the Justice Depart- 
ment. On May 18, 1954, the Govern- 
ment’s claim for an additional amount 
was settled for $4 million. Mr. Warren 
had approved the settlement on April 
30, 1954, his last day in office. 


War Contract 
Termination Settlements 


Not all of Mr. Warren’s battles were 
so successful. As World War II came to 
a close, the Congress considered legisla- 
tion providing for speedy termination of 
war contracts, clearing of inventories, 


and settlement of termination claims. 
On October 18, 1943, Mr. Warren ap- 


peared before the House Committee on 
Military Affairs and warned them that: 


* * * 


if by inaction you permit this 
termination procedure to go on as 
proposed by the War Department, let 
no one in the future point an accusing 
finger at either the Comptroller 
General or the General Accounting 


Office. 


In April 1944 he wrote the Special 
Committee on Postwar Economic Policy 
and Planning in this manner: 


I would be lacking in candor and 
frankness and would fail in my con- 
ception of my duty as Comptroller 
General and the obligation that I owe 
to the Congress, if I did not say to you 
that the provisions under the heading 


Comptroller General Warren and Administrator of General Services Jess Larson met in February 1950 to 
formulate plans for promoting better property management in Federal agencies. 
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‘General Accounting Office’ * * * are 
absolutely meaningless and offer no 
protection whatever to the public 
funds. The audit of a war contract *er- 
mination as therein provided could be 
consummated by a 10-year-old child 
in 10 seconds and this would apply to 
a termination in the amount of a half 
billion dollars as well as one in the 
amount of $100. The section rather 
piously provides that if the Comp- 
troller General believes the settlement 
was induced by fraud he may report 
same, but I can assure you that such a 
settlement might reek in fraud, but 
nothing in the bill would require the 
making or submission of a record 
which would make it possible for the 
General Accounting Office to detect 
ul. 


Notwithstanding Mr. Warren’s ad- 
vice, the Contract Settlement Act of 
1944 did not permit the General Ac- 
counting Office to audit termination set- 
tlements before payment. Even then, he 
did not give up. From a very limited 
sample of termination payments, the 
General Accounting Office certified to 
the Department of Justice payments of 
$21 million, in 562 settlements, as in- 
duced by fraud. At the time of Mr. War- 


ren’s retirement, the Department had 


recovered $1.7 million. 


GAO Collections 


Mr. Warren was proud of the Office’s 
collection record. As he liked to point 
out, during his administration from 
1941 to 1954, $915 million was collected 
due to the efforts of the Office. This 
amount was double the cost of the Office 
during that period, and little, if any, of 
the amount would have been recovered 
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except for the work of the Office. While 
proud of the collection record, he felt 
that of even greater importance was the 
work being done to prevent illegal or 
improvident use of Government funds, 
and to improve accounting and auditing 
throughout the Government. 


Personnel Reductions in GAO 


Another set of figures of which Mr. 
Warren was proud was the one which 
reflected the reductions he was able to 
bring about in the personnel of the Of- 
fice, from a high of 14,906 in April 1946 
to the 5,890 on board when he left the 
Office. He attributed his success to con- 
stant surveys, resulting in improved 
working techniques; the elimination of 
duplicating operations through the work 
done under the Joint Accounting Im- 
provement Program; and use of the 
authority provided by the new legisla- 
tion, the 
overlapping, 
moded procedures. His administration 


permitting elimination of 


cumbersome, and out- 
was guided by ihese three rules: ‘‘First, 
we must always strive to be right; sec- 
ond, we must be fair; then, we must go 
down the middle of the road and let the 
chips fall where they will.”’ 


Ethics in Government 


A subject always close to Mr. War- 
ren’s heart was ethics in government. In 
1951 he gave some of his ideas on the 
subject to the Douglas subcommittee of 
the Senate Committee on Labor and 
Public Welfare. Today’s headlines, such 
as a recent one in the U.S. News and 
World Report (Feb. 28, 1977): ‘‘Public 
Officials for Sale; Now a Crackdown,”’ 
make this subject still timely. In Mr. 
Warren’s testimony he said: 
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The rigors suffered by our troops at 
Valley Forge did not stop a member 
of the Continental Congress from 
joining in an attempt to corner the 
market on desperately needed flour. 

The framers of our Constitution 
felt strongly about integrity in public 
office. They made bribery one of two 
specific offenses (the other, treason) 
for which, after impeachment and 
conviction, any civil officer of the 
United States shall be removed from 
office. 

The problem of morality in govern- 
ment grows acute during periods of 
war and big spending. This was cer- 


tainly borne out by the things we in 
the General Accounting Office saw 
during World War II. I do not pose as 
any reformer or crusader. But I could 
not help being disillusioned by the 
shockingly low morat standard ex- 
hibited by some of those connected 


with war contracts, on the side of both 
the contractors and the Government. 
I want to say right here that I believe 
an overwhelming majority of govern- 
ment people are honest, capable and 
conscientious, especially the old-line 
career employees. Likewise, many 
who come to Washington during war 
and defense crises are honorable and 
patriotic. But it is in this class that we 
find some fly-by-night people who 
come into our Government activated 
more by hope of private gain than by 
desire for public service. A few rotten 
apples may not contaminate the 
whole barrel, but they certainly make 
it smell. 


* * * * 


For a long time I thought that no 
code of ethics or morals would insure 
a high standard of conduct of the 
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Government’s business. I have felt 
that moral integrity is something in- 
nate, the result of a person’s con- 
science, upbringing, and education 
and not something controllable by 
regulations, no matter how rigid. It 
has been said that a State to prosper 
must be built on foundations of a 
moral character and that this charac- 
ter is the principal element of its 
strength and the only guarantee of its 
permanence and prosperity. 


* * * * 


Without good administration, the 
best written codes will fail. However, 
the things I have seen in my 25 years 
in Washington, especially the shock- 
ing disclosures of the war and postwar 
period, have made me more receptive 
to an official moral code. 

The Government servant has got- 
ten a pretty bad press, by and large. 
Many business people think that they 
must be a little shady to get any 
business from the Government. 
Others think they must hire an in- 
termediary who operates along the 
fringes of the law. What they forget is 
that the problem of moral standards 
is not confined to government, but 
runs all through the business struc- 
ture. There are bankers, as well as 
government officials, who have to 
decide whether to return presents. 
There are businessmen, as well as 
government contracting officers, who 
accept lavish entertainment and then 
have to face the entertainers across 
the conference table. Some segments 
of business are taking seriously the 
question of cleaning up business 
ethics. This Committee can go far 
along the same line in the Govern- 
ment. 
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A code of ethics for Government 
would place business people on notice 
that government people do have 
standards of moral conduct. It might 
take some of the pressure off the 
government people. It would help 
those who want to be honest, but are 
confused as to where to draw the line 
and fearful of being outrun by sharp- 
er competitors. It would tend to deter 
those who fear publicity or penalty. 


* * * * 


Whether we have a code of ethics 
or not, it is of paramount importance 
that the official actions of those in the 
government service be subjected to 
constant examination and scrutiny. 
Over 100 years ago, John C. Calhoun 
said, ‘The very essence of a free 
Government consists in considering 
offices as public trusts bestowed for 
the good of the country and not for 
the benefit of an individual or party.’ 
His statement has long since passed 
into the public domain, but even as 
eternal vigilance is the price of liber- 
ty, so it is the price of clean govern- 
ment. 


The GAO Building 


One great event in the life of the Gen- 
eral Accounting Office which occurred 
during Lindsay Warren’s service as its 
head was the consolidation of the Wash- 
ington staff of the Office into the new 
General Accounting Office Building in 
1951. This took place after repeated 
pleas had been made on behalf of the 
Office, starting in the Comptroller 
General’s annual report for 1922, for its 
own building to house its employees. 


In 1935 Congress had appropriated 
funds for extension of the old Pension 
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Building. In 1940 and 1941 it author- 
ized funds for purchase of the present 
site. Due to the war, construction was 
suspended. After the war, Mr. Warren 
and Frank L. Yates, Assistant Comp- 
troller General, appeared before the 
cognizant congressional committees to 
urge resumption of the building project. 
This the Congress authorized on May 
18, 1948, and the John McShain Com- 
pany was awarded the contract. In 
January 1951 the Office began moving 
its staff from 21 scattered Washington 
area locations into the new building. 
The cornerstone was laid by President 
Truman on September 11, 1951. Mr. 
Warren, Mr. Yates, Mr. McShain, and 
W. E. Reynolds, Commissioner of Public 
Buildings, participated. The President 
complimented the Office and its head in 
these words: 


We are meeting here today to lay 
the cornerstone of a fine new building 
for the General Accounting Office. 
This building is of special signifi- 
cance, because it emphasizes the fact 
that our Government is constantly 
striving for better management of its 


financial affairs. 


Many people in the Government 
have wrongly considered the General 
Accounting Office a sort of bugaboo 
that keeps them from doing what they 
want to do. Many people outside the 
Government, when they think of the 
General Accounting Office at all, con- 
sider it a dry and boring subject. But 
the General Accounting Office is 
neither a bugaboo nor a bore. It is a 
vital part of our Government. Its work 
is of great benefit to all of us. The 
people who run the General Account- 
ing Office certainly deserve these new 
and better quarters. 
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LAYING IN THE CORNERSTONE OF THE GAO BUILDING, 
SEPTEMBER 20, 1951 


From left: Frank L. Yates, Assistant Comptroller General; John McShain, builder; W. E. Reynolds, Com- 
missioner of Public Buildings, GSA; Lindsay C. Warren, Comptroller General of the United States; and 
Harry S. Truman, President of the United States. 


Under Lindsay Warren, the Gener- 
al Accounting Office has handled the 
biggest auditing job in the history of 
mankind and has done it well. It has 
continuously improved its operation 
so it could serve the people of this 
country better and more efficiently. 


Mr. Warren in responding said: 


But we in the General Accounting Of 
fice must always bear foremost in our 
minds that the support and backing 
of the Congress and of the citizens of 
our country must be earned and de- 
served. Our job, as in the case of any 
organization, whether in private 
business or the Government, is a con- 
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tinuing one. Let us never forget that 
no organization exists for long at a 
standstill or as a matter of right. The 
General Accounting Office was estab- 
lished to meet particular needs of our 
democratic form of government and 
we must serve those needs with con- 
stant vigor and with continual aware- 
ness of ever-changing conditions. 


Serving the Congress 


Throughout his career at the General 
Accounting Office, Mr. Warren stressed 
the importance of the Office as the 
agent of the Congress, and of the service 
rendered by the Office to Congress, its 
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committees, and Members. When he as- 
sumed office, reports by the Office to 
Congress were notable for their scarcity. 
He readily accepted invitations to testify 
before congressional commiitees and 
uniformly had words of wisdom to offer 
out of his experience in the Congress 
and in the Office. In his annual report 
for 1953, he said: 

I have considered the legislative re- 
porting function and the related duty 
of furnishing assistance to the com- 
mittees of Congress as two of the most 
important tasks of the General Ac- 
counting Office as the agent of the 
Congress. As a result, this phase of 
our operations has by design con- 
sistently grown over the years as 
brought out in chapter 2. In 1940 
when I became Comptroller General, 
only 180 special reports were trans- 
mitted to Congress as compared to 
875 reports transmitted during this 
fiscal year. 

Alfred Steinberg, in an article entitled 
‘‘Watchdog on Washington’s Waste,” 
condensed in the Reader’s Digest for 
August 1952, said: 

Today, at 62, Warren is a bristling, 
carelessly dressed ‘man, with quick, 
expressive gestures and walloping 
nonprofane language which he deliv- 
ers in a soft, deceiving North Carolina 
drawl. Before congressional commit- 
tees he is a top performer, combining 
mountainous facts with a spectacular 
sense of outrage. Congressmen sel- 
dom answer back, because of their 
respect for his judgment. 


Distinguished Citizen of 
North Carolina 


On March 18, 1953, the North 


Carolina Citizen Association conferred 
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on Mr. Warren its certificate of distin- 
guished citizenship for 40 years of 
public service to his community, his 
State, and his Nation. In accepting, he 
said: 

As I look around, I see many of my 
long-time friends. Besides being fel- 
low North Carolinians, we have at 
least one other thing in common to- 
night. It has taken this good fellow 
ship to remove the chill of the March 
15 income tax deadline. Our own 
taxes may seem staggering enough to 
us as individuals. Add them all to 
gether and we will be paying an esti- 
mated $34 billion in individual in- 
come taxes and $24 billion in corpora- 
tion taxes during the fiscal year which 
ends June 30. The figures for next 
year are only slightly different. These 
are only a part of the taxes it will take 
to make up the $69 billion revenue 
President Truman estimated for next 
year in his January budget message. 
Even with all the revenues there will 
still be a deficit of $10 billion if the 
Government spends the $79 billion 
the budget proposes. If North Caro- 
lina was operated like the Federal 
Government, we would be in a bank- 
ruptcy court ina week. [The reader 
can make his own contrast with cur- 
rent figures.] 

The problem of this tremendous 
budget is being attacked by both the 
legislative and executive branches. In 
the executive branch we have the 
viewpoint of many new men who have 
come in from the world of business. 
To a man they recognize the chal- 
lenge to business thinking to do 
something about the budget. Already 
some are saying it is impossible to 
reduce expenditures next year signif- 
icantly without cutting into essential 
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defense and foreign aid programs. 
While it is too early to see what the 
final result will be, I say it can be 
done. *** 


For 25 years I have carried in my 
pocket the only known recipe for fi- 
nancial happiness. Here it is: “‘An- 
nual income twenty pounds, annual 
expenditure nineteen nineteen six, 
result happiness. Annual income 
twenty pounds, annual expenditure 
twenty pounds ought and six, result 
misery.”” 

This homely truism uttered by Mr. 
Micawber a century ago is just as in- 
escapable today. Multiply it by a bil- 
lion and it is still valid. In the final 
analysis, however, the achievement of 
economy in government requires a 
patient, thorough, and continual ex- 
amination of every activity and pro- 
posed activity and a careful balancing 
of the benefits against the costs. 


* * * * 


Now just what can we as citizens, 
taxpayers, legislators, and adminis- 
trators do to control this gargantuan 
thing called government? 

In the first place, there is no sub- 
stitute for good administration. This 
begins at the top. It applies to the 
President, to members of his cabinet, 
and to every government agency 
head. It applies to Governors and 
mayors. Much of the recent criticism 
of certain well-intended government 
programs has been caused by the lax 
and careless way in which they have 
been administered. As put by Senator 
Douglas in his recent book on Econ- 
omy in National Government, ‘“To be 
a liberal one does not have to be a 
wastrel.”’ 
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The General Accounting Office is 
continually bringing to the attention 
of Government agencies situations 
which need correction from the 
management standpoint. In most in- 
stances we have found them coop- 
erative. * * * 

Not only does good administration 
begin at the top, but it must be 
followed up to see that the adminis- 
trator’s policies are carried out by 
those at the working level. Practically 
all the executive agencies now have 
new heads. Unfortunately, in a few 
cases if the new administrators do not 
quickly make reforms, their agencies, 
like China, will absorb them. 


* * * * 


We can save some money by 
streamlining procedures, consolidat- 
ing similar functions, and like reor- 
ganization devices. Yet as long as a 
function is being performed, it will 
take people to do the work. This is 
where the real money goes. It is time 
to ask ourselves whether every func- 
tion the Government is performing is 
absolutely necessary to the adminis- 
tration of the Government or the wel- 
fare of the people. You will not find 
any function without friends; so the 
job is not easy. In some cases the 
agency itself may be vital but en- 
cumbered with growth which could be 
cut off without seriously affecting the 
health of the agency itself. 


* es * * 
We ourselves are to blame for 


much of the national spending and 
the persistent calls that come up to 


Washington from cities, counties, 
States, Chambers of Commerce, and 
individuals with pet projects. Those 
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calls don’t slacken even during war or 
the grave foreign situation now facing 
all of us. Yet from the same sources 
come just as persistent cries for 
reduced taxes and less spending. The 
plain fact is that the States and their 
subdivisions have gone to Washing- 
ton for things that it was their duty to 
furnish to their citizens. There is 
prevalent a strange theory that by go- 
ing to Washington you get it for 
nothing. You don’t. You pay, and will 
pay. We simply must reappraise these 
grants in the light of the present 
abilities of the States and the present 
Federal financial situation. 


Dear Mr. Warren: 


LINDSAY CARTER WARREN 


Retirement as 
Comptroller General 


On March 27, 1954, after struggling 
with ill health for over a year, Mr. War- 
ren asked the President to retire him 
under Public Law 83-161. This the Pres- 
ident did by his letter of March 31, 1954. 

In his letters of March 31, 1954, to 
each Senator and Congressman, Mr. 
Warren recalled: 


The General Accounting Office was 
established by the Budget and Ac- 
counting Act of 1921. That act 
brought into existence an audit and 
investigative agency in the legislative 


It is with a great deal of regret that I agree to the 
request in your letter to retire on April 30, 1954, as 
Comptroller General of the United States. It is unfor- 
tunate from every viewpoint that you are unable to conm- 
plete your full term after thirteen and one-half years 
of outstanding service in that important position. Not 
only has your service been long, it has also embraced 
the period of tremendous responsibility in government 
incident to the conduct of the second World War, the post- 
war military and foreign aid programs, and the Korean 
conflict. However, I can certainly understand that it 
would be inadvisable to continue in this very demanding 
office against the advice of your doctors. 


You have left a lasting mark on government in the great 
program of the General Accounting Office and can take 
deep pride in so vast a contribution to better, more 


efficient governmental operation. 


I appreciate the fine cooperation you have given this 
Administration. Please accept my warm good wishes for 
a fully satisfying and happy retirement. 


Sincerely, 
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branch. For the first time Congress 
had the means of securing informa- 
tion concerning the financial transac- 
tions of our Government from a com- 
pletely nonpolitical agent, independ- 
ent of the executive branch. Through 
the years, that vital independence has 
not gone unchallenged. There have 
been several abortive attempts to 
destroy the Office. They have come 
not only from within the Government 
but from the outside. Those attempts 
were rejected by the Congress. As late 
as 1950 an ill-conceived attack was 
launched from outside the Govern- 
ment. The action of Congress in re- 
pelling this last assault spoke for 
itself. Not a single voice or a single 
vote was mustered in support of the 
proposal. 


* * * * 


The General Accounting Office is 
your agency. To be worth its salt it 
must continue always to be independ- 
ent, nonpartisan, and nonpolitical. To 
be effective, it must always have your 
wholehearted support and your vigi- 
lant safeguarding of its functions and 
powers. I have no doubt that it will. 

I personally appreciate the many 
friendships and courtesies shown me 
by members of the Congress during 
my 30 years of public service in 
Washington. 


In Congress Mr. Warren’s retirement 
met mixed regret and praise from both 
Democrats and Republicans. From the 
many tributes placed in the Congres- 
sional Record, two are quoted here. 

Senator Hoey of North Carolina said 
on April 1, 1954: 


Mr. President, Hon. Lindsay C. 
Warren will retire on April 30, 1954, 
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as Comptroller General of the United 
States. He has served in this position 
for 13% years. I do not know any man 
in any official position anywhere or at 
any time who has rendered more ded- 
icated public service than Lindsay 
Warren, nor one who has exhibited 
more real ability and genuine devo- 
tion to duty. His record has brought 
unusual distinction to himself and 
great credit to his native State of 
North Carolina, which he represented 
in Congress from the First District of 
North Carolina for many years and 
achieved national reputation. 

Mr. Warren has been a warm per- 
sonal friend of mine over the years. I 
have always esteemed him most high- 
ly. The people of North Carolina have 
real admiration and affection for him. 
His administration has resulted in the 
saving of millions of dollars to the tax- 
payers of the United States. His fore- 
sight and judgment has enabled the 
Congress to keep fully advised as to 
many vitally important matters which 
would have escaped their notice but 
for his vigilance and diligence. He 
has given an example to other Gov- 
ernment agencies by demonstrating 
how his own great department could 
save money in its administration and 
at the same time increase its efficien- 
cy and broaden its base of operations. 


Representative McCormack, as a part 
of his laudatory remarks on May 28, 
1954, noted: 


Another great contribution of the 
retiring Comptroller General was the 
overhauling and modernizing of the 
accounting systems throughout the 
Federal Government. When he took 
office in 1940 each agency had its 
own accounting system. Some systems 
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had gone unrevised for as long as a 
century. Congress passed the Budget 
and Accounting Procedures Act of 
1950 which Mr. Warren had recom- 
mended. Under this act the GAO, 
with the aid of some executive agen- 
cies, helped install new and improved 
accounting systems in many Govern- 
ment offices. This increased efficien- 
cy in Government and placed the 
operations of the agencies on a more 
businesslike basis. 

While in Congress, my friend Lind- 
say, with whom I had the pleasure to 
serve for 13 years, was an outstanding 
Democratic leader. As Comptroller 
General he served the entire Nation 
in a nonpartisan office. His rule of 
conduct is ‘“‘first we must always 
strive to be right; second we must be 
fair; then we must let the chips fall 
where they may.”’ 

Democrats and Republicans alike 
have testified to the great contribu- 
tions that Lindsay C. Warren has 
made to the cause of efficient govern- 
ment. To select two such statements. 
In 1952 the House Appropriations 
Committee, under Democratic leader- 
ship, stated: 

Lindsay Warren is performing the 
difficult task with courage and ability, 
and the American people are fortunate 
in having such a capable leader to keep 
check on Federal expenditures. 

A year later, in 1953, an Appropria- 
tions Committee under Republican 
leadership stated: 

The committee extends its sincere 
appreciation to Comptroller General 
Warren and his able staff for the splen- 
did work that it is doing in all phases of 
Federal auditing and accounting. This 
year, more than ever before, the Gen- 
eral Accounting Office has been of real 
assistance to the committee in its ex- 
amination of budget estimates for fis- 


GAO Review/Spring ’77 


LINDSAY CARTER WARREN 


cal year 1954. * * * The committee ap- 

preciates this splendid cooperation. 

The patriotic service that Lindsay 
Warren has rendered as Comptroller 
General has enhanced the outstand- 
ing and enviable reputation he ac- 
quired as a Congressman. 

We all regret that Lindsay C. War- 
ren is retiring from active service on 
the Washington scene. Few have con- 
tributed as much as he did to Con- 
gress, particularly, and to efficiency 
in Government operations in general. 
After 30 years of untiring and devoted 
work in Washington, D. C., Lindsay 
Warren deserves to return to his 
beloved Washington, N.C., where he 
was born 64 years ago. It is about men 
like my friend Lindsay Warren that 
the Bible said: 

Hast thouseen aman swift in his work? 


He shall stand before kings and shall 
not be before those who are obscure. 


Notice of the Warren retirement was 
taken in dozens of newspaper articles 
and commendatory editorials in the New 
York Times, all three Washington, D.C. 
papers, and practically every journal in 
Mr. Warren’s home State. They ex- 
pressed their sentiments under such 
headings as ‘““Top Fiscal Watchdog,”’ 
“His Vigilance Paid Off,’ ‘‘Warren 
Leaves a Great Record of Public Serv- 
ice,” and ‘‘Warren’s Place Will Not 
Easily Be Filled.’” The Washington 
Post—Times Herald summed up in 
these words: ‘“We wish for him many 
years of rest and a full measure of 
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satisfaction for work well done.’’ In 
lighter vein, the Washington Evening 
Star quipped, “‘Controller General Lind- 
say Warren, Congress’ guardian of 
public funds, is about to retire. Many 
believe he rates a blue ribbon: Best 


Watchdog in Show.”’ 
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Following his retirement, Mr. Warren 
left Washington, D.C., for his native 
Washington, North Carolina, on the 
Pamlico River, to his mind “‘the most 
beautiful river there is.’’ He declared he 
would sign a bond never again to come 
north of the Potomac. He served again 
in the State senate in 1959 and 1961, 
where he actively participated in de- 
bates and legislation, becoming known 
as the Lion of Beaufort. He also served 
as a director of a local bank and was 
chapter chairman in 1955 of the Beau- 
fort County Red Cross. 


A Lover of North Carolina 


Mr. Warren never lost his love for his 
native State. For years he drove hun- 
dreds of miles to cheer the North 
Carolina football team, and his aides 
learned to predict his postgame humor 


by the score. In particular, he loved the 
North Carolina coast and coastal waters. 
When he made his annual pilgrimage to 
Nags Head, every resident was eager to 
greet him. He was vitally interested in 
the Lost Colony historical drama, at 
Manteo. In 1929 and 1930 he wrote a 
series of articles on ‘‘Beaufort County’s 
Contribution to a Notable Era of North 
Carolina History”’ for the Raleigh News 
and Observer. 

In July of 1966 the National Park 
Service dedicated the Lindsay Warren 
Visitors’ Center at Fort Raleigh Na- 
tional Historic Site on Roanoke Island. 
Mr. Warren’s health did not permit his 
attendance, but Mrs. Warren graciously 
represented him. The same Fort Raleigh 
is depicted as a part of the mural of 
North Carolina coastal historical and 
geographical features painted by artist 
Mitchell Jamieson for the Comptroller 
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General’s conference room in the Gen- 
eral Accounting Office Building. 


A Great GAO Leader 


In the later years of his administra- 
tion, Mr. Warren would tell congres- 
sional committees that the General Ac- 
counting Office was not the same office 
he had left Congress in 1940 to serve. 
He spoke the truth. Though his coura- 
geous and unceasing efforts, the au- 
thority granted by the Congress, the 
loyal and hardworking support of the 
staff of the Office, and the cooperation 
of the other central fiscal agencies of the 
Government, as well as the acceptance 
of the new auditing and accounting pol- 
icies and procedures by the great ma- 
jority of Government agencies, the Gen- 
eral Accounting Office became, before 
his retirement, much closer to the Office 
as we now know it than to the Office he 
found in 1940. 

Looking back on the history of the 
General Accounting Office, this writer 
feels that no better choice could have 
been made than Lindsay Warren to fill 
the post of Comptroller General at the 
time of his appointment. He had many 
tough decisions to make, and though 
he agonized about some, he made them. 

Mr. Warren is survived by his wife, 
Emily Harris Warren; two sons, Lindsay 
C. Warren, Jr., of Goldsboro, North 
Carolina, and Charles F. Warren, of 
Washington, D.C., both practicing at- 
torneys, a daughter, Emily Warren 
Jones, of Wilson, North Carolina; four 
grandchildren and two great-grand- 
children. 

It was comforting to be with Lindsay 
Warren’s family for that last vigil in his 
Washington, North Carolina, home, 
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whose study walls are still covered with a 
portrait gallery of his friends of 
yesteryear in and out of government, 
most of whom had predeceased him. It 
was comforting, too, to see that his home 
town and State had not forgotten him 
during his retirement. 

And so, as the GAO Watchdog head- 
lined the month Lindsay Warren left the 
Office, ‘‘Goodbye, Mr. Warren, we shall 
miss you always.’ Those of us who knew 
him will never forget the leadership he 
gave to his country and to us. It has 
been said that a friend is one who makes 
us do our best. Lindsay Warren was that 
kind of friend. 

It seems appropriate to close with this 
tribute inserted in the Congressional 


Record for January 6, 1977, by Repre- 
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sentative Walter Jones of Mr. Warren’s 
home district: 


Mr. Speaker, on December 28, 
1976, the Honorable Lindsay C. War- 
ren departed this Earth. Born in 
December 1889, he became a political 
leader and power in the State of 
North Carolina and later assumed the 
same position at the national level. 

Not too many Members of this 
House assembled here today remem- 
ber Lindsay Warren, but the few that 
might will never forget his dedication 
to principle and a man of uncompro- 
mising convictions. 


* * * * 


By any criteria he was a giant 
among those in the political arena of 


Frank H. Weitzel takes oath of office as Assistant Comptroller General, January 21, 1954. The oath was 
administered by Judge James R. Kirkland, U.S. District Court of the District of Columbia, as Comptrol- 


ler General Warren looks on. 
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this Nation. Those of us who were for- devotion to the public’s interest as 
tunate enough to know him personal- was Lindsay Warren. 

ly could not help being influenced by It would be to the lasting benefit of 
this association. It has been said that this Nation if each generation could 
few men in public life have been as produce a man with the qualities of 
colorful and as exemplary in their the late Lindsay Warren. 


The GAO Role 


We should not lose sight of what GAO has been tasked to do. It 
was the intent of our enabling legislation that GAO be some- 
thing more than an army of bookkeepers. We were intended to 
be rational critics of the ways Government receives, disburses, 


and applies money and bring any deficiencies related to these 
areas to the attention of Congress. 

This role has resulted in many benefits to the overall opera- 
tion of the Federal Government and the people it represents. 
This role has also left GAO with an excellent image and an im- 
age that many other Federal agencies would like to have. We 
must work to ensure that we keep and improve upon this image. 


The Broadcaster 


GAO Boston regional office 
February 1977 
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ELMER B. STAATS 
COMPTROLLER GENERAL OF THE UNITED STATES 


The Role of GAO 
During the 1980s 


Good management requires eyeing the future from time to time 


and being concerned with where the organization being 
managed is headed. In this reflective article, the Comptroller 
General registers some of the questions to be considered in 
pondering GAO’s role in the next decade and some of the forces 
now emerging that will have an impact on that role. 


When he was completing his term of 
office in 1936, former Comptroller 
General John R. McCar! reflected on the 
accomplishments of a then relatively 
new office—the General Accounting Of- 
fice. He looked forward to challenges yet 
to be faced. In a farewell message to 
GAO employees he shared his vision, ex- 
horting them to fight on for its fulfill- 
ment. 

The vision was to meet the needs of 
the Congress through an accounting 
system—independent of both the exec- 
utive branch and of partisan political 
domination, ‘‘as either would work its 
utter undoing.’ The challenge was to 
fight off ‘‘the efforts now to be directed 
upon the Congress for broader adminis- 
trative discretion and wider latitude in 
the spending of public moneys.”’ 

Today we look to the future. Our vi- 
sion now and for the 1980s is, as it was 
then, to meet,the needs of the Congress. 
We recognize today that the broad 
framework of GAO vision—service to 
the Congress, freedom from partisan 
political domination, observance of the 
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law, and honesty throughout Govern- 
ment—changes but little. Perhaps now, 
better than in 1936, we recognize that 
the vehicles by which our service is 
made change significantly. 


Need To Be Responsive 


Fortunately for planning—and our 
ability to respond—changes are normal 
ly not cataclysmic and their outlines can 
dimly be perceived in advance—at least 
for the near term. Fortunately, also, our 
success does not rest on our ability to 
foretell with precision what the GAO 
role will be 30 years from now or even in 
the 1980s. Our success does depend on 
our ability to be responsive and of serv- 
ice today and tomorrow. 

If this is true what does it say about 
our planning and the need for a vision 
for the future? It says that the Congress’ 
needs today are best met by a carefully 
considered GAO product given them 
today. Responsiveness delayed is fre- 
quently responsiveness denied. Yet— 
given the need for leadtime—to be 
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responsive today we must have antic- 
ipated the demand and we must have 
prepared for it well in advance. Success 
today and tomorrow is, I believe, de- 
pendent in large measure on the quality 
of our perceptions of longer range needs 
and roles. It is no less dependent on the 
realism of our perceptions of today’s 
situation—the usefulness of our prod- 
ucts in the present environment and the 
current decision context. 


importance and Role 
of Planning 


Our challenge is not to have the gift 
of prophecy. Rather it is to read, hope- 
fully somewhat more readily and with 
greater clarity than others, the course of 
evolution and of events, to interpret 
citizen needs in the context of Federal 
and intergovernmental initiatives, to 
perceive how we can assist in furthering 
effective and responsive Government, 
and to have on hand when it is needed 
the best contribution of which we are 
capable. 

To do it we emphasize planning, and 
our planning stresses the ability to make 
course corrections when they are needed 
to make us more relevant. Our frame- 
work for being functionally visionary 
causes us to look both to the present and 
to the future, as each helps to shape the 
other, and to the past, as both present 
and future are shaped by what has come 
before. 

Our planning system attempts to 
search out those matters of present or 
foreseeable congressional interest to 
which—through planning—we can 
make the greatest contribution on a 
timely basis. 

A few things about our planning that 
I would emphasize: 
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It attempts to foresee future 
congressional needs by viewing 
what has happened—and as best we 
can, what is planned—in the Con- 
gress and in the executive branch 
from which specific legislative pro- 
posals frequently stem. 
It looks to existing programs, not 
only to provide the Congress with a 
measure of their effectiveness but 
also as they represent an experience 
base for future programs. 
It draws on the experience, the 
wisdom, and the vision of those in 
and out of Government who can 
help us to chart our course. 
It seeks to recognize and to deal 
with the range of interrelationships 
among issues and programs that af- 
fect the ability of each to accom- 
plish specific objectives and to con- 
tribute, or at least not to hinder, the 
accomplishment of other program 
objectives. 
It provides a basis for choosing 
where we can best use our re- 
sources, recognizing that we can, at 
best, do only a fraction of those 
things that should be done if re- 
sources were not limited—as, of 
course, they must be. 
It points in the direction toward 
which we must change— improving 
our range of skills and our skills 
mix—if we are to accomplish those 
things which we feel we must. 
It permits prompt change—course 
corrections—to enable us to remain 
or to become timely and relevant. 
All of this is, of course, necessarily 
dependent on a broad view of our role— 
the GAO role in the 1980s, say. Our role, 
then, will both be made for us and be 
made by us. The role that the Congress 
sees for itself and for GAO continues to 
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emerge. Nevertheless, in some signifi- 
cant measure we will then have the role 


that we have prepared ourselves to ful- 
fill. 


Breadth of the GAO Role 


GAO’s responsibilities and the scope 
of its mandates are broad. The Budget 
and Accounting Act, 1921, gave GAO a 
base that has not been significantly 
broadened by subsequent legislation. 
Subsequent legislative delegations have, 
for the most part, evidenced current 
congressional interests and telegraphed 
to us the ways in which we could be of 
greatest service to the Congress. 

For example, the Accounting and 
Auditing Act of 1950 stressed the role 
that GAO should play in fostering im- 
proved budgeting, accounting, 
auditing in the Federal Government. 
The Legislative Reorganization Act of 
1970 emphasized the GAO role in cost- 
benefit analysis, and the Congressional 
Budget and Impoundment Control Act 
of 1974 again stressed the contribution 
that GAO should make to improve Fed- 
eral program evaluation; to meet the 
fiscal, program, and budgetary informa- 
tion needs of Congress; and to assist it 
in exercising its own new budgetary ap- 
proaches and concepts. Clearly they 
foretell a GAO role that will continue 
into the 1980s. 

Just as clearly, other legislative ini- 
tiatives point to an accomplished or 
emerging GAO role. For example, reve- 
nue sharing and other legislation foster- 
ing intergovernmental cooperation di- 
rect us toward helping to resolve the 
challenges of implementing Federal 
policy in the context of State, city, and 
county roles. The financial crisis in New 


York City and the need for a Federal 


and 
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posture with respect to it are only a 
somewhat dramatic example of the real- 
ness of Government interdependence. 

Congressional initiatives in sunset 
legislation and zero-based budgeting 
further challenge GAO—at least implic- 
itly—to help heighten the effectiveness 
of program evaluation, which is the real 
key to their success. They also put in 
sharp focus the need for GAO to assist 
the Congress in melding those ap- 
proaches with congressional authoriza- 
tion, budget, and appropriation proc- 
esses. 


Need for More 
Program Evaluation 


Sunshine and freedom-of-information 
legislation and the pressures for citizen 
participation in decisionmaking demon- 
strate the current interest in an open, as 
well as a responsive, Government. They 
need to be blended with the sometimes 
conflicting need for prompt and effi- 
cient Government. GAO will need to 
play a role in this too. 


Changed and changing conditions in- 
volving energy shortages, burgeoning 
environmental concerns, and present or 


prospective materials shortages, to 
name only a few, point up the need for 
GAO to do increasingly more in evalu- 
ating programs and program interrela- 
tionships, as well as to promote the 
accessibility of relevant and concise in- 
formation to the Congress. 

Increasing citizen demand for better 
housing, safer streets, more recreational 
facilities, relatively accessible and im- 
proved health care, and better schools 
have led and will continue to lead to 
new and expanded Federal programs— 
and inevitably to GAO evaluations of 


programs and program proposals. 
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One could go on and on. The increas- 
ing cost of military programs and the 
need for effective military deterrents, as 
well as the need to increase employment 
and to reduce inflation, provide chal- 
lenges to the Congress as much as to the 
executive branch. They call out for the 
best efforts of all of us. 


Continuing the Traditional 


It is vital, however, that in addition to 
the new responsibilities our Office must 
undertake and the rearranged priorities 
we will be pursuing, we continue to do a 
good job on our more traditional work— 
auditing, investigating, and monitor- 
ing—and do it in the painstakingly ob- 
jective, professional, and _ technically 
competent manner upon which the 
present reputation of our Office has 
been built. This work, always necessary, 
but frequently not glamorous, is, in a 
sense, the foundation upon which all of 
our work depends. 

And, to provide an answer to the ques- 
tion ‘“Who watches the watchers?’’ we 
need always to do all our work in as 
open and public a way as possible, in 
full consultation with those we audit, in- 
vestigate, or evaluate, and with full 
reporting to all the Congress and the 
public. Then the Congress and the pub- 
lic we ultimately serve can watch us and 
hold us accountable. 


GAO's Mission 


Our mission for the rest of the 1970s 
and the 1980s is to help the Congress to: 


¢ Obtain and use the information 
tools that it needs. Our role will be 
to help identify those needs and to 
help forge the partnership between 


the Congress and the executive 
branch by which the extensive and 
massive information available for 
executive branch operations is pro- 
vided to the Congress in a usable 
form—concise, complete, and rele- 
vant to the legislative or oversight 
purposes for which it is needed. 


Formulate explicit and measurable 
objectives against which the per- 
formance of Federal programs can 
be gauged. Our role is to work with 
executive agencies as well as with 
congressional committees to in- 
clude in legislative proposals an 
adequate base for evaluation. 

See that the performance of Federal 
programs is evaluated in terms of 
their costs and the results that were 
sought when they were enacted. 
Our role—through innovation and 
leadership—is to further the state 
of the art of program evaluation 
and to encourage each agency to 
evaluate the performance of its own 
programs. A continuing role will be 
to provide the Congress with an in- 
dependent evaluation of program 
performance—one which draws 
heavily from work done by the 
agencies themselves. 

Evaluate legislative proposals and 
alternatives to them. By the 1980s I 
think this will be aided by signifi- 
cant advances in the state of the art. 
As I have pointed out, a major GAO 
role will be to help bring about 
these advances. I hope that this, at 
least, is a self-fulfilling prophecy. 
GAO in the 1980s will likely be con- 
siderably more active in this area 
than it is now. It is not, I believe, 
foreseeable that the enactment of 
legislation will be dependent on 
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“‘how the numbers add up’’ follow- 
ing cost-benefit calculations. Yet, it 
is very likely that cost-benefit or 
other analysis will increasingly be a 
significant part of the legislative 
process for all major legislation. 
Provide the legislative oversight 
necessary to stimulate economical 
and effective program and agency 
operations and see that those opera- 
tions and their financial circum- 
stances and results are appropri- 
ately accounted for. GAO in the 
1980s will continue to provide the 
independent audit and evaluation 
which the Congress requires. We 
will rely increasingly on the audit 
and evaluation work done by the 
agencies themselves and will do all 
we can to strengthen those impor- 
tant functions. Our assistance in the 
development of agency accounting 
and information systems, and our 
work to promote effective audit and 
evaluation will, increasingly, permit 
GAO to rely—with only minimal 
testing—on work done by agency 
groups. By the 1980s I hope this 
oversight function will require less 
of our resources than is now the 
case. Its importance, however, will 
not be diminished. 


I have not really made the GAO role 
in the 1980s sound much different from 
the GAO role in the 1970s. Perhaps this 
is because I lack the gift of prophecy. 
However, I believe the GAO role of the 
1980s will be the product of an evolu- 
tionary trend that has already well 


begun. It is, I believe, better for me now 
to extrapolate from that which is known 
than to speculate on that which is really 
unknowable. 

While our role will probably not 
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change dramatically, GAO itself may 
well be a very different institution. The 
interdisciplinary composition of our 
staff—already much more pronounced 
than most people outside GAO realize— 
will continue. Fulfilling the role that I 
have outlined requires a full range of 
skills and disciplines. While GAO will 
need to look to outside consultants and 
experts, we will undoubtedly also con- 
tinue to employ more representatives of 
more disciplines as regular staff mem- 
bers. 


How Big Should We Become? 
How big will GAO be in the 1980s? As 


I have pointed out, our responsibilities 
grow as new programs are added. Even 
if sunset legislation causes some pro- 
grams to terminate, that legislation will 
itself add to our workload. The requests 
of congressional committees and Mem- 
bers for specific studies and evaluations 
will not foreseeably diminish. In all 
likelihood they will increase. New pro- 
grams and program proposals will add 
to the work that we now do. GAO’s work- 
load will simply be greater in the 1980s 
than it is in the 1970s. 

The increased ability to rely on the 
evaluations of others—with consid- 
erably less of our own work—will help us 
to limit the need for GAO’s own growth. 
But I believe the more specific size 
variable is our response—our ability to 
do more with less resources. We are 
stressing this through our 
management processes. It will be impor- 


internal 


tant for us to do even more. I would 
guess that GAO of the 1980s will not be 
a significantly larger organization than 
it is now. I am that confident of GAO’s 
ability to change in its internal charac- 
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ter and to respond well to new demands. 
GAO’s history has given me that confi- 
dence. I believe that GAO has shown an 
ability—almost unique in the Federal 
establishment—to change with the 
times. The limits of our ability to change 
and to improve definitely have not been 
reached. 


A Comprehensive View— 
and the Challenges 


If I have stressed one thing, it is the 


our work—intergovernmental, interdis- 
ciplinary, and interprogrammatic. The 
training and recruiting challenges that 
this perspective gives us are difficult to 
overestimate—as are the management 
and organizational challenges in mak- 
ing it work promptly and responsively. I 
submit also that they are no less chal- 
lenges to educators than they are to us. 
While these issues are in sharp focus in 
the General Accounting Office, they are 
shared by government at all levels and 


- ‘ H ‘ indeed b ‘ 
comprehensiveness with which we view y the country at large 


Brain Power 


Let me point out that the human brain is a marvel of computer 
application. * * * It has a memory capacity of about one billion 
bits of information. In size, it weighs about three pounds and it 
operates on one watt of power. Its productive time from incep- 


tion to failure * * * 


is approximately 70 years. And, I might add, 
it is one of the few complex objects readily reproducible by com- 
paratively unskilled labor. In fact, it is so complex that * * * if 
we had attempted to make an equivalent of the human brain in 
the tube technology of only 20 years ago, it would probably have 
required a computer the size of a block-square building 20 
stories high, the Hell Gate electrical generating station to power 


it, and the East River to cool it. One human brain! 


Harold S. Geneen 


Chairman, International Telephone 
and Telegraph Corporation 
October 1976 
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BARRY B. ANDERSON and LARRY E. HODGES 


Energy Analysis: 
Accounting Without Dollars 


By measuring energy flows throughout any system, energy 


analysis can help determine the energy requirements of energy 


producing and consuming systems. It may also answer questions 
that concern us all, specifically the issues of how efficiently 
energy is used and what constitutes wise management of energy 


resources. 


Imagine a balance sheet, income 
statement, or cost-benefit analysis that 
does not enumerate the accounis in 
dollars. Instead of dollars, imagine the 
accounts using energy units, such as 
British thermal units (Btu’s) or joules, to 
measure the levels of activity. Difficult 
to imagine? This article explains what 
this concept is, why it is important, and 
how it can be used in decisionmaking. 


Accounting For Energy 


The idea of using energy as a more 
fundamental unit of account than 
money dates back to the depression 





years. Its real impetus, however, did not 
come until the 1970s, and it was prob- 
ably not until the oil embargo of 
December 1973 that a real concern over 
the finite supply of our energy resources 
prompted strong interest in the area. In 
this regard, the Energy Research and 
Development Administration (ERDA) is 
now required by Public Law 93-577 to 
consider the net, as opposed to the 
gross, energy yield of a system when 
assigning priorities for encouraging 
commercial applications of new energy 
technologies. 

Researchers are now seeking ways to 
identify and interpret the energy flows 
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of Washington and is a member of the American Economic Association and 
the Society of Governmental Economists. 
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with GAO since 1969, beginning with the Kansas City regional office. He 
holds a master’s degree in mathematics from Kansas State College and is a 
member of the Institute of Management Sciences. 
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that are required for producing and 


distributing various goods and services. 
The field of study that is concerned with 
these energy flows is known as “‘energy 


analysis’ or ‘“‘energy accounting.” 
Energy analysis can be applied to any 
manufacturing process, whether the 
final product is in an energy form, such 
as electricity, or in a nonenergy form, 
such as automobiles, containers, chemi- 
cals, etc. Net energy analysis, which has 
received the attention of the press lately, 
is concerned with the amount of energy 
that remains for consumer use after the 
costs of finding, extracting, processing, 
and delivering the energy have been 
paid. Figure 1 illustrates where these 
costs occur in an energy producing 
system. 

Through energy analysis, researchers 


are attempting to determine how much 
energy is required to provide a good or 
service, i.e., to account for all energy ex- 
penditures or ‘‘costs.’’ Whether the 
system under study is energy producing 
or energy consuming, energy costs seem 
to fall into the three basic categories 
shown in figure 1: (1) the energy ex- 
pended directly or indirectly in the day- 
to-day operation of any system that pro- 
duces or consumes energy, (2) the ener- 
gy that may be lost through thermody- 
namic processes or left as unrecoverable 
by today’s technology, and (3) the 
energy the environment either costs us 
through cleanup activities or that ex- 
pends itself in recuperating from man- 
kind’s process. 

Some energy costs are easy to account 
for; others are debts that at the present 


e 
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time can only be acknowledged. The 
most obvious energy costs and the costs 
most easily accounted for are those that 
are directly needed to perform a process 
or activity. For example, when coal is be- 
ing extracted from the earth, gasoline is 
needed to operate the equipment; elec- 
tricity, to operate conveyor belts; more 
gasoline, to transport the coal to a proc- 
essing facility; etc. Similar energy ex- 
penses are incurred when a product like 
an automobile is produced. 

Much of the energy needed to operate 
an energy-consuming process or activi- 
ty, however, is “‘indirect,’’ being em- 
bodied in various materials used in the 
system. In coal mining, for example, 
machinery must be built to extract and 
process the coal. This takes energy. 
Similarly, energy is required to support 
the manpower and supply the capital 
needed to operate the coal industry. 
Such material subsidies are sometimes 
difficult to measure and may not be ob- 
vious inputs. 

Systems for producing and consum- 
ing energy are inefficient in that much 
potential energy is expended or “‘lost”’ 
in each process of the system. For exam- 
ple, as shown in table 1, when coal is 
deep-mined only 56 percent is extracted; 
the rest remains in the ground since it is 
not economically recoverable with to- 
day’s technology.! Similarly, of the 
potential energy in coal entering the 


1 Most of the underground mines of the United 
States are what have been termed room-and-pillar 
mines. Such mines are composed of a series of 
rooms cut into the coal bed from numerous en- 
tries. The miners leave pillars or columns of coal 
standing to help support the roof until they mine 
out a particular area. Then, as the miners move 
back to the main entry, they systematically remove 
the pillars and permit the roof to fall, thereby leav- 
ing behind large quantities of coal. 
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processing stage, about 92 percent ac- 
tually remains as usable energy at the 
next stage of the system. The remaining 
8 percent is lost as heat in the process- 
ing stage. Such energy losses are fairly 
straightforward and relatively easy to 
account for. 

The environment represents a third 
energy cost concern because its direct 
services to man are usually interrupted 
by the production and distribution of 
any good or service. For example, when 
land is being mined for coal, agricultur- 
al production usually ceases. The ter- 
restrial ecosystem that purifies the air 
by absorbing and recycling air pollut- 
ants is also disturbed. It may, in fact, 
take many years for nature to return the 
land to its original state. Furthermore, 
all energy producing and consuming 
systems pollute both the air and the 
water. Energy must be expended to 
manufacture devices that clean or con- 
trol this pollution. 

Some environmental costs are rela- 
tively easy to measure, such as the 
energy cost of a water treatment plant 
that cleans up pollution caused by a 
coal-processing plant. Other environ- 
mental subsidies, such as the energy re- 
quired by nature to return land to its 
original state, are at this time very dif- 
ficult to accurately quantify. 


Why Is Energy Analysis 
Important? 


Decisionmakers rely on several types 
of analytical techniques to provide use- 
ful information on which to base deci- 
sions. These techniques include: 


¢ Economic analysis, which uses 
market-established dollar values 
that reflect both the physical costs 
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TABLE 1 


Efficiencies of Electric Energy Systems Using Different Fuels 


(PERCENT) 


EFFICIENCY OF EACH COMPONENT 


EXTRACTION PROCESSING 
DEEP-MINED 56 92 
SURF ACE-MINED 79 92 
ONSHORE i 88 


OFFSHORE 88 


NATURAL GAS 


NUCLEAR 


TRANSPORT 


1 
TOTAL 


TRANS. EFFICIENCY 


CONVERSION MISSION 


98 3 91 17 
98 q 91 25 


98 


TOTAL EFFICIENCY 1S DETERMINED BY MULTIPLYING THE COMPONENT EFFICIENCIES 


of and society’s tastes and prefer- 
ences for goods and services. 

Environmental analysis, which is 
based on physical measurements of 
the environmental costs of produc- 
ing and consuming goods and serv- 
ices (e.g., the cost of controlling car- 
bon monoxide and mercury). 

Engineering analysis, which is 
based on physical measurements of 
the amount of resources required to 
produce goods and services. 

Energy analysis is important because 
it has the potential of giving decision- 
makers another kind of information, one 
that allows them to see a problem from a 
different, yet valuable, perspective. It 
does this by measuring the energy flows 
involved in the production of goods and 
services, from their very beginning as 
resources in the ground to their arrival 
at the consumer. Along the way, energy 
analysis keeps track of all relevant 
energy costs and inefficiencies, enabling 
the decisionmakers to instantly know 
the effects that any decision has on 
energy consumption. 
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It is important to note that energy 
analysis has been criticized by some 
economists for adding nothing of signif- 
icance to the information obtained from 
traditional economic analysis. They 
argue that dollar flows are much better 
indicators of social value than energy 
flows, since they result from a much 
wider variety of interacting forces. 

While economic analysis is more com- 
prehensive, it nevertheless has weak- 
nesses that stem precisely from its at- 
tempt to measure the impact of a wide 
variety of forces. For example, compare 
dollar and energy costs. The dollar costs 
and the energy costs of any product or 
process are usually not equal. The dif- 
ference is usually due to the inaccuracy 
of dollar values outside of free-market 
settings. Where imperfect markets ex- 
ist—that is, where the forces of supply 
and demand are constrained in deter- 
mining prices because of government 
regulation or the presence of monop- 
olies— energy analysis can assign energy 
costs that estimate free-market costs. 
The Federal Power Commission current- 


GAO Review/Spring ’77 





ENERGY ANALYSIS: ACCOUNTING WITHOUT DOLLARS 


ly sets the price of natural gas sold in in- 
terstate commerce at a rate considerably 
below what would be found in an unreg- 
ulated market. Thus, the dollar cost of 
any product using natural gas does not 
fully reflect the value that society 
through a free market would place on 
that product. The Commission’s regula- 
tion does not, however, affect the energy 
costs of gas. Energy analysis, then, can 
supplement economic analysis in this 
case by estimating the free-market cost 
of natural gas. 

In a similar manner, energy analysis 
can be used to estimate the free-market 
value of “‘externalities’’— those costs or 
benefits incurred during the production 
or consumption of an item by some part 
of society other than the actual producer 
or consumer. For example, an automo- 
bile’s exhaust creates pollution. The 
cost of cleaning up this pollution is an 
externality to the owner of the auto 
because it is paid by all members of 
society. As a result, an automobile’s 
price does not represent the free-market 
value of both its construction and use. 
Energy analysis, by measuring all the 
energy costs to build and operate the 
automobile and clean the environment, 
can provide an estimate of free-market 
value. 

Energy analysis also measures energy 
efficiency, something of increasing im- 
portance in a world of dwindling re- 
sources. Economic efficiency does not 
always result in energy efficiency. For 
example, it may be economical to use 
natural gas to get oil from shale because 
of the relatively higher price for oil than 
for gas. Yet the same process may be 
energy inefficient—less energy is avail- 
able from the oil found in shale than 
from the natural gas used to get that oil 
out of the shale. With energy analysis 
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such resource wastes can be readily 
identified. 

The unit of measure used in energy 
analyis is a precisely defined physical 
unit (e.g., Btu’s or joules), which is not 
affected by changes in price levels. 
Dollars lose their purchasing power over 
time because of inflation, but energy 
units do not change in value. Thus, 
energy analysis is particularly useful in 
the study of long term processes. 


How To Use Energy Analysis 


The 


become increasingly appropriate with 


use of energy analysis can 
the continued depletion of our domestic 
energy resources. Several government 
agencies and some private corporations 
have been involved in developing ener- 
gy analysis. Many of these efforts have 
been on a small scale, such as compar- 
ing the energy intensiveness of steel soft 
drink cans to that of aluminum cans. On 
a larger scale, some studies have been 
completed in which the net energies of 
selected fuel technologies were com- 
pared. 

Figure 2 illustrates how some private 
corporations account for and conserve 
energy. The subcouncil on technology of 
the National Industrial Energy Conser- 
vation Council prepared this set of 
guidelines to encourage industrial firms 
to set measurable goals for reducing 
energy consumption per unit of product 
produced. Under the suggested proce- 
dure, raw materials which contain, and 
manufacturing processes which use, 
large amounts of energy are pinpointed. 
The analyst accounts for the cost in 
Btu’s of the raw materials in a product, 
the energy expended to manufacture the 
product, and the energy required to 
dispose of waste materials generated. 
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FIGURE 2 
“DO IT YOURSELF KIT” For Calculating The Energy Content of A Product 


GUIDELINES OF THE NATIONAL INDUSTRIAL ENERGY CONSERVATION COUNCIL 
SUGGESTED PROCEDURE FOR CALCULATING ENERGY CONTENT (BTU’S) OF A PRODUCT 
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Since the production process also pro- 
duces usable by-products, both the gross 
energy and net energy content of the 
product are determined. Lastly, the 
energy content per unit of production is 
calculated and compared to preestab- 
lished energy goals. The same table is 
also calculated in dollars, of course, but 
only an energy analysis like this can 
identify 


—processes that waste energy, 

—energy sensitive processes, and 

—Btu’s per dollar of sales or per 
dollar of profit. 


This procedure can thus help industrial 
firms assess products in the light of 
limited energy availability and find 
those that are the most profitable. 

Another place where energy analysis 
has potential for use is the energy- 
producing sector. For example, four 
research groups—the Oregon State 
Energy Council, the University of IIli- 
nois Center for Advanced Computation, 
Development Sciences Incorporated, 
and the Institute for Energy Analysis— 
have recently made detailed analyses of 
the energy requirements for producing 
electricity from nuclear power plants. In 
addition, ERDA performed an analysis 
of its own and compared its results (for 
the light-water reactor) with those of the 
other researchers. As can be seen in 
table 2, the study results are in reason- 
ably close agreement on the amount of 
energy input required to provide a given 
amount of output. 

As these study results indicate, 
nuclear power is a strong net producer 
of electrical energy. However, some of 
the material and environmental energy 
costs have not been included. Although 
early results of researchers tend to show 
that these energy costs are small com- 
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TABLE 2 


Comparison of Net Energy Results 





for Nuclear Power 
Units of energy 
input per 1,000 
Investigator 
Development Sciences, 


units of output 


238 
Oregon Study 194 
Ua) ae ee ae 210 
Institute for Energy 
248 
262 


RUM e i oe retin. oes 


pared to the more direct energy costs in- 
volved in producing nuclear power (see 
table 3), techniques for quantifying 
material and environmental costs are 
still in their infancy. 

Aside from demonstrating that nucle- 
ar power is a net producer of electrical 
energy, energy analysis can also be used 
to point out the most promising area for 
improving the net energy position of 
nuclear power. This is illustrated in 
table 3 (based on ERDA’s calculations). 
As the data shows, the uranium enrich- 
ment process is by far the greatest user 
of energy—mostly in the form of elec- 


TABLE 3 


Energy Requirement Percentages 
for Nuclear Fuel Cycle Elements 








Percent ! 
a 
2.1 
3.9 

(2.1 
2.9 


Process 


Powerplant 

Fuel storage 3 
Waste storage 3 
Transportation Pe 


100.2 


' Does not sum to 100.0 because of rounding. 
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tricity. Research is underway which pur- 
portedly will reduce this direct require- 
ment for electricity by a factor of 10. 


Other Uses 


These are just some of the ways in 
which energy analysis can be used. 
Energy analysis can also help us: 


© Gain a better understanding of the 
estimates of the timing and mix of 
future energy needs. 
Analyze the inflow and outflow of 
energy embodied in the goods and 
services contained in the balance of 
trade; i.e., determine whether the 
energy embodied in imports is 
greater than the energy embodied 
in exports. 
Measure the impact of various 
environmental techniques, regula- 
tions, and policies on the stocks of 
nonrenewable energy resources. 


Examine the relationship between 
growth in per capita energy use and 
growth in per capita gross national 
product (or other measures of social 
welfare). 

Explore relationships between 
energy flows and natural resources 


flows, such as those of food and 
water. 

Evaluate the energy impact of laws 
and regulations which induce or 
mandate technological or organiza- 
tional change, e.g., the coal mine 
safety act, effluent standards, etc. 
Evaluate the desirability of taxing 
Btu consumption to conserve scarce 
fuels and to promote energy effi- 
ciency. 


Summary 


Energy analysis is a new analytic tool 
that may be used to identify and inter- 
pret energy flows. It is a valid addition 
to other forms of analysis, in that it 
offers comparisons in quantitative units 
not previously emphasized. Energy 
analysis is particularly useful in (1) com- 
paring the energy consumption of com- 
peting production technologies, (2) iden- 
tifying inefficient processes where ener- 
gy is being wasted, and (3) measuring 
the impact various policies will have on 
our supply of nonrenewable resources. It 
is worthy of consideration in much of 
our work in the General Accounting Of- 
fice. 
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W. STUART FLEISHMAN 


GAO Gets the Red Out 


How GAO efforts encourage prompt regulatory actions to 
minimize the public’s exposure to unnecessary risk from 


certain food additives. 


Consumers today, more than ever be- 
fore, are concerned about the safety of 
their food, particularly the safety of 
added ingredients. About 2,100 dif- 
ferent additives are now intentionally 
added to food. It has been estimated 
that the amount of these substances a 
person normally ingests in a year is 
about 139 pounds. Table sugar consti- 
tutes 102 pounds of this consumption, 
while salt represents 15 pounds and corn 
syrup 13 pounds. The other 9 pounds in- 
cludes substances which preserve, emul- 
sify, stabilize, or color foods. 

Although some additives may be con- 
sumed in only very small quantities at 
any one time, it is important that their 
safety be established since they may also 
be consumed over long periods of time. 
Some additives have been shown in lab- 
oratory studies to cause genetic damage, 
birth defects, reproductive system dis- 
orders, or cancer in test animals. The 
Federal Food, Drug, and Cosmetic Act 
(FD&C Act) requires the Food and Drug 
Administration to establish the safety of 





such substances and to prevent or re- 
strict the use of those which are demon- 
strated to cause toxic effects. 

As part of our work at the Food and 
Drug Administration, we were requested 
by Senator Gaylord Nelson to review the 
agency’s regulation of three additives— 
Red No. 2(a color additive), saccharin (a 
food additive), and aspartame (a pro- 
posed food additive). We were asked to 
work primarily on developing informa- 
tion on the history of FDA’s regulation 
of three additives, the current status of 
testing their safety, and whether FDA’s 
regulatory actions on them complied 
with the FD&C Act. 

The reports these reviews,! 
although directed toward the regulation 
of specific additives, surfaced issues 
having an effect on the regulation of all 


from 


"Need To Establish the Safety of Color Ad- 
ditive FD & C Red No. 2’ (MWD-76-40, Oct. 20, 
1975), ‘“Need To Resolve Safety Questions on Sac- 
charin’”’ (HRD-76-156, Aug. 16, 1976), and 
“Regulation of the Food Additive Aspartame”’ 
(MWD-76-111, Apr. 8, 1976). 


Mr. Fleishman is a supervisory auditor in the Human Resources Division. He 
graduated from Bridgewater College, Virginia, in 1965 with a B.S. degree in 
business administration. He is a member of the American Management Asso- 


ciation. 
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additives. Such issues included (1) the 
length of time taken to resolve scientific 
questions of safety, (2) the application of 
safety factors in establishing the safe 
levels of an additive’s use, and (3) the 
restriction of impurities in additives 
allowed on the market. 


Additive Regulation 


Since July 12, 1960, the Color Ad- 
ditive Amendments to the FD&C Act 
have required FDA to establish regula- 
tions listing color additives that are safe 
for use in food, drugs, or cosmetics. The 
amendments placed all color additives 
commercially established at that time, 
including Red No. 2, on a provisional 
list to allow their use for a reasonable 
period until their safety could be re- 
viewed and regulations for their use 
could be issued. The 1960 amendments 
provided that the provisional listing was 
to terminate no later than January 12, 
1963, 214 years from the amendments’ 
enactment date. The amendments also 
provided, however, that FDA could 
postpone the termination date if such 
action was consistent with the objective 
of ‘‘carrying to completion in good 
faith, as soon as reasonably practicable, 
the scientific investigations necessary 
for making a determination’’ of the ad- 
ditives’ safety. 

The FD&C Act, as amended by the 
Food Additives Amendment of 1958, 
also requires FDA to establish regula- 
tions prescribing the conditions under 
which a food additive may be safely 
used. The act defines ‘‘food additive’ 
as any substance which becomes or may 
be expected to become a component of 
food, either directly or indirectly, or 
which may otherwise affect the charac- 
teristics of the food. The proposed use 


q 


of a food additive whose safety is not 
generally recognized by qualified scien- 
tists must be approved by FDA. 

Food additives ‘‘generally recognized 
as safe’’ are referred to as GRAS sub- 
stances. Such substances added to food 
are not considered food additives and 
are exempt from the requirement for 
FDA approval. 

FDA’s food additive regulations de- 
fine GRAS substances as those which ex- 
perts determine, on the basis of scien- 
tific data or reasoned judgment founded 
in experience with common food use, to 
pose ‘‘no significant risk of harm if used 
as intended.”’ If an important question 
of safety has been raised regarding a 
GRAS substance, it may be removed 
from GRAS status. An interim food ad- 
ditive regulation may be issued to per- 
mit its use while the safety question is 
being resolved, provided there is rea- 
sonable certainty that the substance is 
not harmful and that no harm to the 
public health will result from its con- 
tinued use. 

The FD&C Act provides that a color 
additive or a food additive is deemed 
unsafe and should not be listed in a 
regulation permitting its use in food, 
drugs, or cosmetics if it is found by FDA 
to induce cancer in man or animal. 


Regulation of Red No. 2 


Red No. 2 is the name given to a cer- 
tified lot of the dye generically known as 
amaranth. FDA has established compo- 
sition and purity specifications that 
amaranth must meet before it can qual- 
ify for use in food, drugs, and cosmetics. 
Only amaranth meeting such specifica- 
tions is classified as Red No. 2. 

We found that 14 times over 15 years 
FDA postponed termination of the pro- 
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visional listing for Red No. 2 on the 
basis of requests from manufacturers or 
industry associations to allow comple- 
tion of scientific investigations concern- 
ing its safety. 

Since 1970 several scientific studies, 
including some performed or sponsored 
by FDA, raised questions concerning 
the safety of Red No. 2 in food. In some 
of these studies, Red No. 2 or amaranth 
was shown in test animals to be toxic to 
reproductive systems or carcinogenic. 

Because of its concern about the 
safety of Red No. 2, FDA in July 1972 
issued a proposal to limit human ex- 
posure to the color additive. However, at 
the time our report was issued— October 
20, 1975—FDA had not made a final 
determination regarding its safety. 

Because we believed that continued 
use of Red No. 2 before resolving its 
safety exposed the public to unnecessary 
risk, we recommended that the Secre- 
tary of Health, Education, and Welfare 
direct the Commissioner of FDA to 
promptly establish the safety of Red No. 
2 or prevent its use in food, drugs, and 
cosmetics. 

FDA agreed with our recommenda- 
tion and on January 19, 1976, an- 
nounced a ban on the use of Red No. 2 
in food, drugs, and cosmetics. FDA took 
the action because new evidence showed 
that Red No. 2 caused a statistically 
significant increase in the number of 
malignant tumors in test animals and 
because of what it termed “‘the absence 
of other data to allow a definitive judg- 
ment of safety.”’ 


Regulation of Saccharin 


Saccharin was “‘generally recognized 
as safe’’ for use in food until about 
1970, when studies raised questions 


GAO Review/Spring ’77 


GAO GETS THE RED OUT 


about its potential to cause cancer in 
test animals. 

Saccharin is an acid, and pure sac- 
charin generally is unsuitable for use in 
foods and beverages because it is only 
slightly soluble. It is most often com- 
bined with either sodium, calcium, or 
ammonium salts which neutralize the 
acid and produce a more readily soluble 
compound. 

On February 1, 1972, FDA removed 
saccharin and its various salt forms from 
GRAS status and issued an interim food 
additive regulation limiting the use of 
saccharin in foods. 

The interim regulation stated that 
preliminary results from studies on long 
term feeding of saccharin to animals 
conducted by FDA and others indicated 
“‘possible adverse effects.’’ The regula- 
tion stated that if the experimental find- 
ings indicated that continued use of sac- 
charin posed a ‘‘significant risk’’ to the 
public health, action would be taken to 
minimize the risk. The regulation au- 
thorized saccharin’s use as a sweetening 
agent only in special dietary food and 
for certain technological purposes, such 
as reducing bulk and enhancing flavors 
in chewable vitamin tablets. This au- 
thority for saccharin’s use was to expire 
June 30, 1973. 

However, on May 25, 1973, FDA is- 
sued a Federal Register notice extend- 
ing the interim regulation indefinitely. 
The Federal Register identified several 
completed or nearly completed long 
term feeding studies made in three dif- 
These study 
results showed a statistically significant 
incidence of bladder tumors in the male 
offspring of test animals fed saccharin. 

The Federal Register indicated that 
these studies had been referred to the 
National Academy of Sciences for re- 


ferent animal species. 
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view and that a final determination of 
saccharin’s safety would be made after 
FDA received recommendations from 
the Academy. In December 1974 the 
Academy gave FDA its report on the 
safety of saccharin, pointing out prob- 
lems with the studies and concluding 
that existing studies had ‘‘not estab- 
lished conclusively whether saccharin is 
or is not carcinogenic when adminis- 
tered orally to test animals.’’ The 
Academy recommended that certain ad- 
ditional studies be made to resolve the 
question of whether saccharin is car- 
cinogenic or otherwise unsafe in the 
human diet. 

FDA determined that most tests rec- 
ommended in the Academy’s 1974 re- 
port were being made by the Health Pro- 
tection Branch of the Canadian Govern- 
ment and that they would be completed 
by 1978. FDA took the position that sac- 
charin would continue to be listed for 
use as a food additive until conclusive 
evidence was obtained that saccharin is 
or is not carcinogenic. 


Safety Factor Used for Saccharin 
Questionable 


In determining whether the proposed 
use of a food additive is safe, FDA is re- 
quired to consider safety factors gener- 
ally recognized by qualified experts as 
appropriate for the use of animal ex- 
perimentation data. FDA’s regulations 
provide that except where evidence is 
submitted which justifies using a differ- 
ent safety factor, a food additive for 
human use will not be granted a toler- 
ance exceeding one one-hundredth of 
the maximum amount demonstrated to 
be harmless to experimental animals. 

The level of saccharin allowed in food 
under FDA’s interim food additive reg- 
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ulation is based on a safety factor of 30 
to 1 rather than the conventional 100- 
to-1 safety factor. Use of a safety factor 
less than 100 to 1 for saccharin seemed 
questionable. 

We concluded that while resolution of 
safety questions were pending, sac- 
charin’s authorized levels of use in food 
should have been based on the conven- 
tional margin of safety provided by 
FDA’s regulations. 


Impurities in Saccharin Should Be 
Limited to Lowest Achievable Levels 


We noted also that the levels of o- 
toluenesulfonamide (OTS), an impurity 
in saccharin with possible cancer- 
causing potential, was not being limited 
to the lowest level achievable under pre- 
sent manufacturing technology. FDA 
limits the level of OTS to 100 parts per 
million. This limit was established in 
1974 because: 


© Substantial levels of the impurity 
were identified in saccharin 
samples used in two studies. 

¢ The impurity has_ possible 
carcinogenic potential. 

¢ Industry was capable of reducing 
the level to 100 parts per million. 


According to the 1974 National 
Academy of Sciences report to FDA, im- 
purities in saccharin, especially OTS, 
may have been the possible cause of the 
bladder tumors observed in certain 
studies. 

Technology advances have since 
made it possible to reduce the levels of 
OTS in saccharin to less than 50 parts 
per million and as low as | to 3 parts per 
million. The scientifie community ques- 
tioned the prudence of allowing sac- 
charin on the market with impurities 
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that exceeded levels which industry 
could reasonably achieve. 


Conclusions and Recommendations 


Allowing an interim food additive 
regulation to remain in effect for several 
years while safety questions concerning 
the additive were being resolved seemed 
contrary to FDA’s intent of permitting 
use of such an additive for only a limited 
period. Potential hazards from the use 
of saccharin could be minimized by ap- 
plying the conventional 100-to-1 safety 
factor and by reducing the levels of OTS 
in saccharin to the lowest level practical- 
ly achievable under present manufactur- 
ing technology. 

Because saccharin had been used un- 
der an interim food additive regulation 
for about 4 years and because safety 
questions about it were not expected to 
be resolved soon, we recommended that 
the Secretary of Health, Education, and 
Welfare direct the FDA Commissioner 
to promptly reassess: 


¢ The justification for continued use 
of free saccharin and its three salt 
forms under the interim food addi- 
tive regulation. 
The need for issuing a permanent 
regulation or possibly discontinu- 
ing their use in food. 

We also recommended that if contin- 
ued use under the interim regulation 
was found justified, consideration be 
given to increasing the safety factor to 
the conventional level set forth in FDA’s 
regulations and to reducing the per- 
missible levels of OTS in saccharin to 
the lowest achievable. 

On December 10, 1976, the Depart- 
ment of Health, Education, and Welfare 
said the FDA Commissioner had reas- 
sessed the justification for the interim 
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listing of saccharin and had concluded 
that continuation of the interim listing 
was appropriate. On January 7, 1977, 
FDA published two notices concerning 
saccharin. One extended the interim 
regulation to permit saccharin’s con- 
tinued use until Canadian studies on its 
safety were completed and evaluated. 
The other notice proposed to amend the 
interim food additive regulation to 
establish a tolerance of 25 parts per 
million for OTS. FDA did not believe a 
change in the safety factor was neces- 
sary. 

However, on March 9, 1977, FDA an- 
nounced its intention, based on prelimi- 
nary results of the Canadian studies, to 
ban the use of saccharin in food and 
beverages. Those studies showed that of 
200 rats fed high levels of pure sac- 
charin, 17 developed malignant bladder 
tumors, while of 100 ‘‘control’’ rats not 
fed saccharin, only 2 developed malig- 
nant tumors. The announced action, 
which will become effective in Juiy 1977 
at the earliest, was proposed because of 
the provision of the FD&C Act which 
states that an additive shall be con- 
sidered unsafe and should not be listed 
in a regulation permitting its use in food 
if it is found to induce cancer in man or 
animal. 


Regulation of Aspartame 


On February 9, 1973, G.D. Searle and 
Company submitted to FDA a petition 
proposing the issuance of a food ad- 
ditive regulation to provide for the use 
of aspartame, an artificial sweetener, in 
foods. The petition included general in- 
formation on the characteristics and 
specifications of aspartame, its pro- 
posed uses, and summaries of scientific 
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animal and human studies regarding its 
safety. 

After reviewing the petition, FDA 
judged incomplete the animal study 
data submitted in support of aspar- 
tame’s safety and suggested to Searle 
that the petition be withdrawn unless 
the issues could be promptly resolved. 
Searle submitted additional supportive 
data and on July 26, 1974, FDA pub- 
lished a regulation approving the use of 
aspartame in certain foods. 


Objections Filed Against Aspartame 


The FD&C Act provides that individ- 
uals adversely affected by a food ad- 
ditive regulation may object, and re- 
quest a formal public hearing. FDA 
received three statements of objection 
relating to the aspartame regulation. 
One statement raised objections to a 
labeling requirement for cold cereals 
containing aspartame but did not con- 
tain a request for a hearing. The other 
statements raised questions about the 
possibility of aspartame causing brain 
damage in infants and young children 
and requested a hearing to resolve those 
questions. 

After reviewing the objections, FDA 
considered that the uses of aspartame 
authorized by the regulations were safe 
but recognized there was a difference of 
opinion and agreed to convene a hear- 
ing to address the safety issues raised by 
the objectors. 

Plans to convene a hearing were sus- 
pended, however, as subsequent testing 
data submitted by Searle indicated that 
diketopiperazine (DKP), a manufactur- 
ing byproduct in aspartame, could be 
carcinogenic. FDA did not take regula- 
tory action to prevent the marketing of 
aspartame because Searle and General 
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Foods Corporation, a comarketer, volun- 
tarily agreed to withhold it from the 
market until DKP’s carcinogenic poten- 
tial was resolved. 


FDA Questions Data 
Submitted by Searle 


Besides aspartame, Searle also manu- 
factures a number of drugs which FDA 
has approved for marketing. In July 
1975 FDA raised questions about 
Searle’s performance of animal ex- 
periments and its reporting of safety 
data to FDA concerning two drugs— 
flagyl, used to treat infections, and al- 
dactone, an antihypertension drug. Be- 
cause of the importance and sensitivity 
of these questions, the FDA Commis- 
sioner, on July 23, 1975, established a 
task force to(1) review Searle’s practices 
in conducting animal experiments, ana- 
lyzing the data, and submitting the data 
to FDA, (2) determine if there is evi- 
dence that any of Searle’s practices in 
carrying out the above functions vio- 
lated the FD&C Act or any other laws of 
the United States, and (3) recommend 
appropriate action based on the inves- 
tigation’s findings. 


Aspartame Regulation Stayed 


Preliminary results of the task force 
investigation indicated possible dis- 
crepancies in the data and the research 
summaries submitted to FDA support- 
ing aspartame’s safety. On December 5, 
1975, FDA stayed the regulation approv- 
ing the use of aspartame. 

On January 20, 1976, the FDA Com- 
missioner disclosed preliminary task 
force findings. He stated that 11 studies 
supporting the food additive petition for 
aspartame had been reviewed and that 
numerous problems had been noted. 
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These problems included poor methods 
of distribution and identification of con- 
trol and treated animals, poor records of 
weighings, poor animal husbandry prac- 
tices, discrepancies between Searle’s 
pathology sheets and pathology sum- 
maries submitted to FDA, and problems 
in the design of some of the studies. The 
Commissioner stated that a final deci- 
sion on whether to revoke the regulation 
approving the use of aspartame would 
be made after the task force had official- 
ly completed its investigation. He added 
that aspartame would not be permitted 
on the market until all questions about 
its safety had been aired and resolved. 

As of mid-March 1977, no decision 
had been made on whether to revoke the 
regulation. 


Conclusion 


We Americans consume large quan- 
tities of food additives every year and 
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the regulation of those additives can 
have profound effects on our lives. Dur- 
ing our work at FDA, GAO found that 
such regulation has not always been 
timely, consistent with administrative 
regulations, or consistent with advances 
in technology. The steps required to 
evaluate and establish the safety of food 
or color additives are extremely complex 
and time consuming and are often de- 
layed because of difficulties in inter- 
preting animal experimentation data 
and applying it to man. 

Because our work to date has iden- 
tified several problems with FDA’s 
regulation of specific food additives, we 
believe FDA’s program to regulate all 
such substances should be further ex- 
amined. We are studying whether cur- 
rent legislation and FDA regulatory 
practices adequately protect consumers 
from harmful substances 
added to food. 


which are 


Better Program Evaluations 
Needed 


* * * 


as we see it, zero-base budgeting and ‘“‘sunset’’ pro- 


posals—both of apparent current and continuing concern to the 


Congress—will greatly depend on effective program evaluation. 
Recognizing this, we plan increased efforts over the next several 
years to develop better ways of making program evaluations and 
to assess the ability of Federal agencies to make good evalua- 


tions. 
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FRANCIS P. DEGNAN 


Assignment With the House 
Appropriations Committee: 
Is It Right for You? 


The author assesses specific operating techniques and 
experiences during a recent study by the Surveys and Investiga- 
tions Staff of the House Appropriations Committee, to which he 
was assigned, and provides a good source of information for 

GAO auditors who may be considering an assignment with the 


Staff. 


A frequent concern about assign- 
ments with congressional committees is 
that they may not have practical value to 
the GAO auditor. This concern seems to 
stem, in part, from the belief that 
studies done by congressional staffs 
substantially rely on testimony from 
agency officials to support any conclu- 
sions and recommendations presented 
for consideration by the committees. 
The time and staff resource constraints 
under which committee staffs often 
work, when viewed in the light of typical 
GAO experience, would appear to sup- 
port this impression. However, such a 
generalization can be misleading, as I 
discovered during an assignment with 
the Surveys and Investigations Staff of 
the House Appropriations Committee. 


There are, of course, studies which re- 
quire the gathering of information with- 
out extensive efforts to critically eval- 
uate it. Even these assignments can con- 
tribute to a GAO auditor’s professional 
development, since decisions are re- 
quired on what information should be 
gathered and how it should be presented 
in a report. However, more germane to 
the interest of the GAO auditor are the 
many assignments which require the de- 
velopment and application of practical 
analytical techniques within extremely 
short time frames. Each such assign- 
ment challenges the auditor’s ingenuity 
to develop an evaluative approach which 
will provide a valid critique of the issues 
to be addressed during the study. 

My recent experiences on a study by 





Mr. Francis P. Degnan, who has been with GAO since 1964, is an audit man- 
ager with the Energy and Minerals Division. He has an M.B.A. degree from 
George Washington University. He received the GAO Meritorious Service 


Award in 1967. 
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the Surveys and Investigations Staff 
may help explain why studies can be 
completed so quickly and may also pro- 
vide a perspective for GAO auditors who 
may be considering a congressional as- 
signment. 


Expectations and 
Study Results 


The task handed me was simply 
stated: Evaluate the progress and plans 
for the Veterans Administration’s target 
system. 

The target system is a proposed 
computer-based system for adjudicating 
and servicing compensation, pension, 
and education claims for veterans, their 
dependents or beneficiaries, and cur- 
rent members of the Armed Forces. It 
would dramatically change the way the 
Veterans Administration does business 
with the public and would probably cost 
over $100 million to make it operational. 

Could such a system be evaluated 
within 6 months by a team of three audi- 
tors? In January 1976, when I was 
handed the task, the time frame seemed 
unrealistic for such a small staff. It ap- 
peared even more so after the team had 
identified the following issues involved 
in the target system and related matters 
which needed to be addressed to effec- 
tively respond to the request: 


¢ What management problems did 
VA face in its planning, develop- 
ment, and prospective operation of 
the target system? 

Was the cost benefit claimed by VA 
for the target system valid? 

Did VA adequately justify the need 
for four regional data processing 
centers under the target system? If 
not, what would be the most cost- 
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effective number of centers, how 
big should they be, and where 
should they be located? 

¢ Was there a need for a new central 
data processing center? If so, how 
big should it be and where should it 
be located? 
Should vital VA data 


processing facilities have uninter- 


certain 


ruptible power systems to prevent 
damage to both equipment and 
data caused by power surges or 
outages? If so, what type and size of 
system would be best? 

Was adequate consideration given 
to veterans rights to privacy in 
planning and developing the target 
system? 


My GAO experience further high- 
lighted the difficulty in trying to meet 
such a time frame. Reports on the last 
four self-initiated assignments I had 
been responsible for before going on 
assignment with the Staff were issued 
in time frames ranging from 14 to 19 
months, based on work accomplished by 
both regional and headquarters auditors 
who were familiar with the programs be- 
ing audited. It was extremely doubtful 
that a team of three auditors would be 
able to evaluate a system the size of the 
target system in less than half that time, 
particularly since each of them was un- 
familiar with VA and its programs. 

My initial doubts were gradually dis- 
pelled as the team progressed with its 
study. The team’s efforts resulted in a 
Staff report which met the required time 
frame with almost a month to spare. The 
report addressed each of the issues 
noted above and contained seven spe- 
cific recommendations on what VA 
needed to do to adequately justify its 
proposed system and to make its plan- 
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ning and development efforts more ef- 
fective. The conclusions and recommen- 
dations in the report were adequately 
supported by facts predicated on higher 
levels of evidence than testimony. 


Factors Influencing 
Study Time Frame 


The ability of such a small team to ex- 
peditiously complete and report on its 
study is attributable to the cumulative 
impact of a number of factors—some 
direct and specific, others rather in- 
tangible—related to: 


¢ Team structure and relationships. 

¢ Team audit approaches and ex- 
periences. 
Techniques used to supplement 
team efforts. 
The Staff's reporting approaches. 


Team Structure and Relationships 


The Staff director attempts to blend 
the auditing and investigative experi- 
ences of team members with study re- 
quirements. Consideration is also given 
to the need for special technical skills 
when indicated by the nature of the pro- 
gram to be evaluated or the substance of 
the study request received from the 
Chairman of the House Appropriations 
Committee. 

On the VA study, each team member 
contributed uniquely to the team’s col- 
lective talent. The team leader had ex- 
tensive experience in planning and ad- 
ministering audit assignments, but 
limited automatic data processing ex- 
perience. One team member was an ex- 
perienced senior auditor who had been 
involved with ADP audits. The other 
team m*mber had never audited but he 
had extensive ADP experience—most 
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recently having been the director of the 
ADP facility for a Federal regulatory 
agency. The blending of these talents 
produced a team with the skill to eval- 
uate VA’s proposed system. 

The team’s talent would have been 
dissipated if each member had not also 
contributed his enthusiastic commit- 
ment to make the team’s efforts suc- 
ceed. On the first day of the study the 
team members were strangers with di- 
verse backgrounds, experiences, and in- 
terests. If each had not willingly rec- 
ognized the role and the unique con- 
tribution he would make, the study 
would have been substantially more dif- 
ficult. Although team compatibility is 
important, the personality variable is 
hard to pinpoint as having a positive im- 
pact on every study. As a general con- 
cept and effective operating tool, the 
team approach was described in a pre- 
vious article in The GAO Review (sum- 
mer 1972), “‘The Task Force Approach 
to Auditing.” 

A team’s concentration on one study 
provides for quick comprehension and 
maximum retention of information by 
all team members. The concentrated ap- 
proach permits continuous reevaluation 
of each issue being developed. Those 
that develop as insignificant can be 
dropped or their development reduced, 
while others identified as the work pro- 
gresses can be added to the audit re- 
quirements. In addition, other factors 
associated with the scope of the study 
can be similarly adjusted. Such adjust- 
ments to the study are made quickly 
because each team member is thor- 
oughly and currently informed on all 
aspects of the study. 

On the VA study, the issue of the need 
for an uninterruptible power supply was 
not identified by the team until VA had 
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prepared a detailed cost breakdown of 
the proposed system which included 
provision for such power supplies 
among the system’s hardware require- 
ments. When the team noticed the item 
during its review of the cost estimates, it 
decided to specifically evaluate the need 
for such systems, since they were 
separable from the ADP hardware and 
involved significant estimated costs of 
over $1 million for each such power 
system. 

The team made a similar adjustment 
to the scope of the study after its initial 
review of VA’s cost-benefit analysis for 
the target system. The team realized 
that a comprehensive evaluation of each 
deficiency in the analysis would be 
overkill. Consequently, the team de- 
cided to identify and evaluate only cer- 
tain key elements in VA’s analysis. 


Team Audit Approaches 
and Experiences 


The team leader is primarily responsi- 
ble for the success or failure of the 


team’s efforts. Therefore, the team 
leader must be willing to constantly 
question the value of each task the team 
undertakes, since there is no room for 
wasted effort. Quick decisions are re- 
quired and, since time is crucial, the 
team leader may not have all of the 
desired information available on which 
to base them. 

Consequently, audit intuition may 
play a large role in a Staff study because 
a team cannot fully develop a point 
before having to judge its significance 
and relevance to the issue being ad- 
dressed. However, to help in making 
decisions, the team has operational flex- 
ibility enabling it to quickly gather and 
analyze data, and to develop the in- 
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formation needed to make its judgments 
on each issue addressed during its 
study. 

Much of the team’s flexibility comes 
from the influence on agency personnel 
of the source of the team’s authority. On 
the VA study, agency officials almost 
always arranged their schedules to ac- 
commodate the team. At both headquar- 
ters and regional offices, substantial 
deference was shown to the team— 
meetings were quickly arranged and in- 
formation was quickly provided. Team 
members visited Baltimore, Maryland; 
Philadelphia, Pennsylvania (twice); 
Chicago, Illinois (twice); Austin, Texas; 
Denver, Colorado; and Los Angeles and 
San Francisco, California. Other than its 
work at VA headquarters, the team’s ef- 
forts required contact with a large 
number of Federal and private agencies 
and organizations at 40 
throughout the country in a 3-month 
period. (See fig. 1.) 

Although figure 1 may give the im- 
pression of heavy travel requirements, 
proper planning and the cooperation of 


locations 


the agencies and organizations involved 
enabled the team to complete all field- 
work within 15 to 18 days of travel by 
each team member. On one 4-day visit to 
the Chicago area, work was accom- 
plished at eight locations involving 
seven Federal agencies and private 
organizations. 


Techniques Used To 
Supplement Team Efforts 


A key feature of agencies’ coopera- 
tion with the team is the availability of 
their personnel to do analyses at the 
team’s request. Such analyses enable 
the team to extend its efforts beyond 
what it would have been able to accom- 
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FIGURE 1 


Agency or organization contacted or visited 


8 VA regional offices and ADP facilities 


Office of Management and Budget, and 
General Services Administration (GSA) 
headquarters 


4 GSA regional offices 


ADP equipment vendor 
Private electrical utility company 


GSA facility using ADP equipment to 
manage a communications network 

6 ADP installations of various Federal 
agencies 


14 locations in 6 regions of the country 


2 Federal organizations providing ADP 
consulting services 

Private consulting and management 
services company 


Purpose of contact or visit 


Operating experience and results of tar- 
get system ADP development activities 
Federal ADP equipment procurement 
policies and procedures 


Availability of potentially acceptable 
space for VA’s central and regional ADP 
centers 

Critique of VA’s request for proposal on 
the target system 

Probability of disrupted service to a VA 
ADP center 

Experience with an uninterruptible pow- 
er supply system 

Systems’ reliability and ADP vendor 
support 

Screen alternative locations for VA’s 
central and regional ADP centers 
System sizing studies and ADP equip- 
ment space requirements 

System sizing studies (measuring sys- 
tem’s processing capabilities based on 
assumed workload) 





plish on its own. The types of assistance 
are: 


© Audit extensions, such as making 
analyses the team would have been 
able to do if additional staff or time 
were available. 
Technical extensions, such as 
making analyses the team is not 
qualified to do. 


The work done at the team’s request or 
under its influence during the VA study 
is described in figure 2. 

The team must be careful in its use of 
others to perform analyses. The ad- 
vantages of having such analyses must 
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be weighed against the loss of in- 
dependence inherent in having them 
done by others. However, since they 
otherwise would not be done because of 
the team’s lack of time, staff, or 
technical skill, both audit and technical 
extensions can help improve the team’s 
evaluative efforts and the quality of the 
Staffs reports. 


Reporting Procedures 


The team is responsible for the quali- 
ty of the report, its accuracy, the validity 
of its analyses, and the reasonableness 
of its conclusions and recommendations. 
No independent referencing process is 
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FIGURE 2 


Agency providing assistance 


VA headquarters 


VA regional office 


GSA regional offices 


U.S. Air Force systems development 
group 


Description of assistance 

Obtaining and analyzing current price 
quotations from uninterruptible pow- 
er system manufacturers 

Developing an engineering-based cost 
estimate for renovating an existing 
structure for use as an ADP facility 

Developing staffing requirements for a 
central ADP facility 

Obtaining and analyzing the type and 
frequency of veterans’ assistance in- 
quiries 

Screening various metropolitan areas 
for candidate sites for ADP facilities 

Analyzing the floorspace requirements 
for various configurations of ADP 
equipment 





used by the Staff. In addition, there is 
usually only one concurrent review of a 
draft report at the directorate level. In 
developing the report, the team can 
assume that the report recipient is 
familiar with the program. Consequent- 
ly, only in the executive summary of the 
report are the facts, conclusions, and 
recommendations repeated. 

Since report processing lacks specific 
formality and requires only one concur- 
rent review, a report can be issued 
quickly once it is drafted by the team. 
Two reports were issued on the VA 
study—an interim report within 1 week 
after being submitted for directorate 
review and the final report within 3 


weeks. 
* * a 


Given the team’s operating flexibility 
and experiences, Staff studies differ 
substantially from most GAO assign- 
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ments in the way they are planned, ex- 
ecuted, and reported on. There is 
greater independence of thought and 
action on a Staff study than on a GAO 
assignment, and this operating flexibili- 
ty provides a valuable opportunity to the 
GAO auditor for self-development. That 
opportunity requires substantial self- 
discipline, however, since Staff studies 
must be done rapidly. 

Techniques for documenting and re- 
porting the results of a study are less 
formal and stylish than they are in GAO. 
Consequently, team members must es- 
tablish and hold themselves to high pro- 
fessional standards. 

Staff study requirements present a 
difficult challenge to GAO auditors. 
Fulfilling those requirements by devel- 
oping audit techniques which success- 
fully meet the challenge can only benefit 
auditors when they return to GAO. 





JOHN W. LAINHART, IV and BARRY R. SNYDER 


An Experience in Data Retrieval 


Two GAO auditors discuss their use of data retrieval and 
analysis techniques to compare multiagency records. They 
believe these techniques can and should be used more often by 


more auditors. 


Suppose as part of your audit you 
wanted to find out information about 
people receiving both welfare payments 
and compensation and/or pension in- 
come, and the information had to be ob- 
tained from three different agencies’ 
computerized data bases, what would 
you do? You’d probably call the tech- 
nical assistance group in the Financial 
and General Management Studies Divi- 
sion, right? Well, that’s exactly what the 
Human Resources Division did to com- 
plete a recent review of the supplemen- 
tal security income (SSI) program ad- 
ministered by the Social Security Ad- 
ministration. We’d like to discuss what 


we did to help solve that division’s pro- 
blem.! 


The Review 


The SSI program is a Federal welfare 
program to assist needy, aged, blind, 
and disabled persons. It provides 
minimum income to recipients, using 
nationally uniform eligibility re- 
quirements and benefit criteria. The ob- 
jective of our review was to determine 
the amount of payment errors caused by 


'The GAO report on this review is entitled 
“‘Supplemental Security Income Payment Errors 
Can Be Reduced,”’ (HRD-76-159, Nov. 18, 1976). 





The authors are management auditors in the technical assistance group of the 
Financial and General Management Studies Division. Mr. Lainhart received 
his bachelor’s degree from Davis and Elkins College and his master’s degree 
from Central Michigan University. He is also fall seminar chairman of the Na- 
tional Capital chapter of the EDP Auditors’ Association. He has pioneered 
GAO’s use of automated data retrieval and analysis techniques and manages 
reviews of large, complex computer systems. He also teaches retrieval tech- 


niques for the Office. He has been with GAO since June 1969. 


Mr. Snyder is a graduate of West Virginia University, and is a member of the 
National Capital chapter of the EDP Auditors’ Association. He has had exten- 
sive experience in using automated data retrieval and analysis techniques and 
in reviewing large, complex computer systems. He also teaches retrieval tech- 


niques for the Office. He has been with GAO since June 1974. 
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the Social Security Administration’s 
failure to obtain and use compensation 
and pension data from other Govern- 
ment agencies in calculating SSI bene- 
fits. In the program, recipients are re- 
quired to report any income they receive 
from other sources. This “other in- 
come’’ is used in calculating benefit 
amounts. If recipients understate or 
overstate the amount of ‘‘other income”’ 
they receive from Government agencies, 
they will be either overpaid or under- 
paid. 

The Social Security Act, as amended, 
states that the head of any Federal agen- 
cy shall provide the Social Security Ad- 
ministration information needed to 
determine eligibility for or amount of 
SSI benefits. The Social Security Ad- 
ministration had not developed and im- 
plemented a methodology for obtaining 
this information. However, it had de- 
termined that the biggest sources of 
compensation and pension data were 
the Veterans Administration and Rail- 
road Retirement Board. We therefore 
decided to compare SSI records with 
compensation and pension records kept 
by the Veterans Administration and the 
Railroad Retirement Board. 


Our Data Retrieval 
and Analysis 


To compare the computerized rec- 
ords, we had to have some sort of com- 
mon identifier. The social security 
number is undoubtedly the best one to 
use, but cannot be relied upon alone. 
Other criteria must be used because 
social security numbers may be re- 
corded incorrectly. For our purposes, we 
used social security numbers as the pri- 
mary matching characteristic, with 
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name, date of birth, and mailing address 
as secondary criteria. 

Our strategy was to select a sample of 
SSI recipient records and match them 
by social security numbers against the 
entire Veterans Administration and 
Railroad Retirement Board master files, 
using our automated data retrieval and 
analysis package, DYL-260. Sounds 
simple enough, right? Wrong! 

The SSI master file is stored on over 
150 reels of magnetic tape, and contains 
about 7.2 million records. Of these, only 
4.1 million are in active pay status—the 
remainder are suspended or terminated. 
We selected a random 2-percent sample 
of active records, or approximately 
80,000 records. It took us about 14 
hours to process the SSI master file and 
select this sample. 

Potentially, there are 13 different 
locations where social security numbers 
can be stored in the complex SSI master 
record, 1] in the Veterans Administra- 
tion master record, and 2 in the Rail- 
road Retirement Board master record. 
Therefore, we had to write DYL-260 ap- 
plications which would search all of 
these locations for matching social 
security numbers. This took us about 2 
weeks. 

Then we were off to the Veterans Ad- 
ministration’s data center in Austin, 
Texas, for the processing of their com- 
file 
against our sample. This master file con- 


pensation and pension master 
sisted of 100 reels of magnetic tape and 
almost 6 million records. Because we 
had to search 11 different record loca- 
tions for our matching social security 
numbers, it took 170 hours to process 
our work. Processing was done around 
the clock for 7 days, with each of us tak- 
ing shifts so that someone was always in 
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the computer room while we “‘chugged”’ 
along.” 

As we were processing, we noticed 
that we were getting a greater number 
of matches than we had anticipated. By 
reviewing some of these matches, we 
found that both the Social Security Ad- 
ministration and the Veterans Admin- 
istration had, in some cases, filled the 
social security number field with all 
This resulted in 
matching numbers, but all of these 
numbers were invalid. We therefore had 
to go back, delete these matches, and 
remove these bad social security number 
records from our sample data base. 

Because of the length of time in- 
volved in processing the Veterans 
Administration file, we decided not 
to go to Railroad Retirement Board 
headquarters in Chicago, and in- 
stead requested that a copy of their 
pension master file be sent to us at 
Social Security Administration’s 
central office in Baltimore, Mary- 
land. The Railroad Retirement Board 
file was somewhat smaller—only 36 reels 
of magnetic tape containing 1.2 million 
records. It took about 40 hours to per- 
form the match with our SSI sample. 

Initially 3,181 cases matched with 
Veterans Administration records and 
238 cases with Railroad Retirement 
Board records. We then listed these 
records and manually verified name, 
date of birth, and mailing address 
against SSI records, making sure that 
the matches were accurate. We were 


nines or all zeros. 


2 A special thanks goes to the Dallas regional 
office for sending two auditors, Francis Langlinais 
and Mike Taylor, to help us process and give us 
time to get some sleep. 

$A special thanks also goes to our Chicago 
regional office, and especially to Ruth Ann Bal- 
ciunas, for help in requesting these files. 
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finally left with 2,849 matching records 
from the Veterans Administration and 
213 from the Railroad Retirement 
Board. 

We next substituted the accurate 
compensation and/or pension amount 
into our matching SSI records, and used 
the Social Security Administration’s 
regular SSI payment computation pro- 
gram to recalculate the payment 
Comparing our payment 
amounts with actual payment amounts, 
we could determine the number and 
amount of erroneous payments. 


amount. 


Results 


Projecting from our sample, we 
estimated that in 1 month about $5 
million in overpayments and $300,000 in 
underpayments were made to SSI reci- 
pients because inaccurate Veterans Ad- 
ministration and Railroad Retirement 
Board compensation and pension data 
was used in SSI benefit computations. 
Annually, this represents $60 million in 
overpayments and about $3.6 million in 
underpayments. 

Furthermore, our match showed that 
an inaccurate benefit amount was used 
in computing SSI payments in 69 per- 
cent of the cases involving Veterans Ad- 
ministration compensation and pension 
benfits and in 90 percent of the cases in- 
volving Railroad Retirement Board pen- 
sion benefits. Also, we estimated that 
35,600 SSI recipients could be cut from 
the rolls if accurate compensation and 
pension data were obtained. All of these 
estimates had a statistical reliability of 


95 percent, subject to a maximum sam- 
pling error of plus or minus | percent 
for recipients and 7 percent for payment 
amounts. 
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On being told of our findings, the 
Social Security Administration took im- 
mediate action! In October 1976, an 
automated exchange of data was estab- 
lished with the Veterans Administration. 
Exchanges with the Railroad Retire- 
ment Board and the Civil Service Com- 
mission (the third largest source of pen- 
sions) are scheduled for 1977. The 
Social Security Administration is also 
considering obtaining data from the 
following programs: Veterans Ad- 
ministration’s education assistance, 
Railroad Retirement Board’s unemploy- 
ment and sickness insurance, U.S. 
military retirement, and black lung 
benefits. 


Everyone Can Do It! 


Automated data retrieval and analysis 
techniques permitted us to access and 
analyze almost 15 million records from 
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three different agencies in a single GAO 
review. This task would have been 
almost impossible to do manually! We 
believe this is a good example of how in- 
dispensable these techniques can be. 

This technique could be used more 
often in GAO audit work. The technical 
assistance group in the Financial and 
General Management Studies Division 
is available for assistance, but it should 
not be the only source for this service. It 
periodically offers classes in data re- 
trieval and analysis techniques to all 
divisions and offices, and we hope more 
auditors will take it upon themselves to 
learn these techniques. 

Better findings can be made if audi- 
tors extract data themselves. Further- 
more, auditors will not have to rely on 
the agency being audited to provide 
them with needed information. GAO 
auditors should take the time to learn 
and use a very effective audit tool—data 
retrieval and analysis. 


Balancing National Efforts 


We have learned that more is not necessarily better, that even 
our great Nation has its recognized limits, and that we can nei- 
ther answer all questions nor solve all problems. We cannot af- 
ford to do everything, nor can we afford to lack boldness as we 
meet the future. So together, in a spirit of individual sacrifice 
for the common good, we must simply do our best. 
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KEN POLLOCK 


What’s Been Happening to 
Auditing Since Equity Funding 


Many business and government activities have been affected by 
the computer-related Equity Funding scandal. One of those 
most concerned with the implications of the case is auditing. 
The AICPA, for example, appointed a special committee to 
examine the case as it affects external auditors. Other profes- 
sional audit organizations, as well, have been concerned with 
problems in dealing with the computer. This article discusses a 
recent major accomplishment by the Institute of Internal 
Auditors in improving computer system control and auditing. 


The infamous Equity Funding scan- 
dal was discussed in some detail in the 
spring 1976 issue of The GAO Review.' 
The article concluded with discussions 
of these questions: Where did the 
auditors fail? What can we at GAO learn 
from this experience? What is GAO 
doing? 

Included in the last of these sections 
was the statement: 


'Scantlebury, D. L., and Schultz, J. R., 
“Lessons We Can Learn from the Equity Funding 
Scandal,”’ p. 35. 


Computers are continually getting 
more and more complicated and more 
difficult to audit. We, in turn, must be 
constantly working to improve our 
capability so that the technology 
won’t leave us behind. 


Since that writing, GAO has contin- 
ued to modify its approaches to com- 
puters and to strengthen its training, 
but the main purpose of this article is to 
report on what has been done by an- 
other organization in response to the 





Ken Pollock is assistant director for ADP policy in the Financial and General 
Management Studies Division end has been with the Office since 1955—first 
in San Francisco, now in Washington. A graduate of the University of Califor- 
nia (Berkeley) and the Stanford Executive Program, he is a CPA (California) 
and serves on the EDP Audit Committees of both the American Institute of 
Certified Public Accountants and the Institute of Internal Auditors. He was 
president (1976) of the National Capital Area chapter of the EDP Auditors 
Association and president (1969) of the San Francisco chapter of the. Associa- 
tion of Government Accountants (then the Federal Government Accountants 


Association). 
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scandal. The organization is the In- 
stitute of Internal Auditors. Its specific 
action is ‘‘the SAC project.’’ Auditors, 
particularly, and managers, generally, 
are going to be hearing much of this 
project in times to come. 

SAC (System Auditability and Con- 
trol) was conceived by Bill Perry, Direc- 
tor of Research and EDP for the In- 
stitute. (While working in internal 
auditing, he had devised the first con- 
tinuous automated audit testing of a 
large computer system, called the in- 
tegrated test facility, in Eastman 
Kodak’s installation.) Following his In- 
stitute appointment, Bill felt the profes- 
sion would benefit greatly from a com- 
petently done compilation of good con- 
trol practices; a cataloging of advanced 
audit techniques in data processing; and 
a publication outlining the responsibil- 
ities of top management, data process- 
ing management, and auditors in the 
computer area. He convinced IBM of 
the potential value of such an effort, and 
the Institute received a large grant to 
prepare a research study. The Institute 
in turn, contracted with the Stanford 
Research Institute to do the fieldwork 
and draft the reports. 

To assure proper project guidance, a 
steering committee of key Institute 
members was appointed and a 35-person 
advisory committee was named. This 
committee was composed of represent- 
atives from industry, public accounting, 
Government (myself included), internal 
auditing, and academia. It met several 
times during the course of the project to 
consider proposed survey methods and 
to suggest other approaches. 

The Stanford Institute interviewed of- 
ficials in top management, EDP man- 
agement, and computer auditing in 
dozens of blue-chip firms in this country 
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and abroad, and conducted an extensive 
mail survey—with followups—at hun- 
dreds of others. Numerous Federal and 
State agencies participated in the study. 
Counting the voluntary contributions of 
these parties, well over $1,000,000 has 
been spent on the project, I would 
estimate. 

With the publication of the SAC re- 
ports, the initial goals set for the project 
have been met and—in my opinion— 
surpassed. The reports are the 20-page 
“*Executive Report,’’ which is addressed 
to executive management; the ‘‘Control 
Practices Report,’’ whose primary au- 
dience is data processing management; 
and the ‘‘Audit Practices Report,” 
which is addressed primarily to auditors 
and secondarily to data processing 
management to indicate to them what 
the auditor is after and why. An im- 
proved dialog between data processing 
staffs and auditors is long overdue, and 
it is believed that these publications will 
start the ball rolling. 

The reports provide—in one set of 
volumes?—specific action top manage- 
ment should initiate to assure better 
controlled computer-based systems, dis- 
cussion of the types of controls that are 
available—and when they should be 
used—and 28 techniques now in use by 
auditors who deal with the computer. 
The reports are comprehensive and au- 
thoritative and will form the basis for 
directing future controls and auditing 
work as well as affecting auditing cur- 
riculums. The Comptroller General has 
been sent copies of all three volumes. 

The Equity Funding article cited 
earlier referred to the court-appointed 


2 Systems Auditability & Control Study (three 
volumes), Institute of Internal Auditors, 249 Mait- 
land Avenue, Altamonte Springs, Fla. 32701. 
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trustee’s belief that the company never 
had adequate controls in many areas. 
The SAC reports certainly point out— 
for both auditors and data processing 
staffs—an almost infinite spectrum of 
controls. They suggest that the goal of 
well-controlled systems is feasible if the 
auditors and data processing staffs work 
in harmony toward that end. 

In GAO, we are already using the 
‘Control Practices’? volume to further 
structure our course on reliability as- 
sessment, and we are reviewing the 28 
audit techniques to determine where 
they might best be used in our work. 
Many are already in use—among them, 
generalized audit software, test data, 
and the integrated test facility—but 
there are new ones which we hope to use 
to our advantage and incorporate in 
future training courses. 


GAO’s participation in the SAC proj- 
ect has thus been a two-way street pro- 
viding benefit to the Office. GAO has 
also been represented on the American 
Institute of Certified Public Account- 
ants’ EDP audit committee, the Insti- 
tute of Internal Auditors’ international 
EDP audit committee, and the educa- 
tion committee of the EDP Auditors 
Association, among others. By sharing 
experiences and working together on 
research projects, both the Office and 
the profession gain (and we have some 
measure of assurance that we are, in 
fact, a leader in the computer audit 
field). 

Let us hope that GAO continues to 
develop its computer auditing capability 
so that we will not need to lose sleep 
over a possible ‘Government Equity 
Funding case.”’ 


GAO's Role 


GAO’s primary role, however, has always been—and, in my 
opinion, should continue to be—that of the independent auditor 
and evaluator of Federal programs, seeking through audits, 
management and organization studies, cost-benefit analysis, and 
in other ways to improve operations, achieve economies, and 
seek other ways, through changes in legislation or otherwise, to 
carry out congressional directives more effectively. In this re- 
gard, we are serving Congress as a whole to assist in the exercise 
of its legislative and oversight responsibilities. 


Elmer B. Staats 


Comptroller General 
of the United States 
January 1977 
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BARRY B. ANDERSON 


Is a Grade Worth a Move? 


This article explains the derivation of the cost-of-living figures 
of the Bureau of Labor Statistics, cites a serious limitation for 
GAO staff wishing to use the figures, offers a method to over- 


come this limitation, and illustrates how this method can be 


used. 


“San Francisco is a great place to 
live,’’ said a young GAO auditor re- 
cently. “‘But the cost of living there is 
terrible! Why I’d come out ahead if I 
transferred to Washington even with- 
out a promotion.”’ 

“Well, I’m sure the cost of living is 
high in Washington too,’’ replied a 
GS-14 supervisory auditor from Seat- 
tle. ‘‘Yet, I think it would be worth it 
to me financially to move to Washing- 
ton fora 15.” 

"I’m not too sure,’’ said a GS-14 
friend of his from headquarters. 
“‘Washington’s home prices are the 
highest in the nation. If I could get a 
15 in Los Angeles, the lower living 
costs out there would result in a 
doubling of my increase in salary.”’ 


You may have participated in a con- 
versation similar to the fictional one 
above. Or, you may have already been 
confronted with the hard choice of mov- 
ing to a new city for a higher grade ver- 
sus remaining at your current position. 


But have you ever tried to find out ex- 
actly how much living costs vary among 
cities? I did, in assisting a GAO audit 
group in the preparation of a recent 
report,! and I found some surprising in- 
formation. 

First of all, estimates of relative costs 
of living for most American cities do not 
exist. The only source of living costs is 
the Urban Family Budgets and Com- 
parative Indexes for Selected Urban 
Areas series published annually by the 
Bureau of Labor Statistics (BLS) for 39 
metropolitan areas and 4 nonmetropol- 
itan regions.? Secondly, the BLS figures 
have a serious limitation for GAO staff 
who wish to use them in estimating cost- 
of-living differences. And third, after 
developing a method to overcome this 
limitation, I not only found that all of 


‘Report to the Congress, ‘‘Why The Formula 
For Allocating Community Development Block 
Grant Funds Should Be Improved’’ (CED-77-2, 
Dec. 6, 1976). 

2 BLS publishes a separate series for foreign 
cities, Index of Living Costs Abroad. 


Mr. Anderson is an operations research analyst with the Financial and Gen- 


eral Management Studies Division. He has a master’s degree in business ad- 
ministration from the University of Washington. He is a member of the Ameri- 
can Economic Association and the Society of Government Economists. 
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the above statements in quotes are 
wrong, but also learned that moving 
from a city where you have owned your 
home for a number of years to a new city 
usually isn’t worth a promotion, espe- 
cially if it involves a move to Washing- 
ton, D.C. 


What Is A 
Cost-of-Living Index? 


A cost-of-living index is not just a 
price index, like the popular consumer 
price index (CPI). The distinction is 
that, while a price index is designed to 
measure price changes over time, a 
cost-of-living index is designed to reflect 
price differences among areas as well as 
climatic and regional differences in the 
quantities and types of items (including 
taxes) required to provide a comparable 
standard of living. 

BLS computes a cost-of-living index 
for each of three distinct budget 
levels—lower, intermediate, and 
higher—by totaling up a hypothetical 
list of goods and services for a precisely 
defined urban family of four:a 38-year- 
old husband employed full time, his 
nonworking wife, his 13-year-old son 
and his 8-year-old daughter. The list of 
goods and services is not intended to 
represent how families actually do or 
should spend their money, nor is it in- 
tended to represent a minimum or sub- 
sistence level of living for any income 
class. The index’s purpose is only to 
allow interarea comparisons of the costs 
required to maintain similar standards 
of living. It represents the amount spent 
by this four-person family on the aver- 
age amount of goods and services— 
purchased at average local prices—re- 
quired to maintain a lower, intermedi- 
ate, or higher standard of living. 
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This list of goods and services was, for 
the most part, derived from the 1960-61 
Survey of Consumer Expenditures. The 
list was priced directly in 1969 and is up- 
dated yearly using changes reported in 
the CPI. New information on actual 
spending patterns will be available when 
the 1972-73 Survey of Consumer Ex- 
penditures is completed in a year or two. 


A Limitation in the 
BLS Figures 


GAO staff should note that the cost in- 
dexes as stated by BLS do not measure 
cost differences associated with moving 
from one city to another, or the living 
costs of newly arrived residents. In con- 
structing the housing portion of the in- 
dex, BLS assumes that those hypotheti- 
cal families who are homeowners have 
owned their homes for 6 years. They 
paid the prices (and interest rates) that 
prevailed in each local market 6 years 
ago. So, to the extent that home prices 
in a given city have risen at a relatively 
higher rate than home prices in another 
city in the last 6 years, use of the BLS in- 
dex will understate the differences in liv- 
ing costs for newly arrived families. 

For example, as table 1 indicates, the 
BLS higher-budget index for homeown- 
ers in San Francisco is higher than that 
for Washington (104 to 100). But the 
BLS figures do not take into account in- 
creases in Washington home prices over 
the last 4 years, shown in table 2.3 As a 
result, the difference in costs of living 
for a newly arrived homeowner in Wash- 
ington versus a person who has owned 
his home for 6 years in San Francisco 
would be less than 104 to 100 because of 


3 Comparable data is available only from 1973. 
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TABLE 1 


Cost-of-living Indexes for Metropolitan Areas 
With a GAO Regional Office, Suboffice, or Audit Site, Autumn, 1975 ' 





__BiSh higher. budget index ae Newly arrived 


Metropolitan area ; 
homeowners index? 


Renters Homeowners 





Anchorage? 127 132 
Honolulu 117 123 
Boston 106 118 
New York 114 117 
San Francisco 101 104 
Washington 96 100 
Minneapolis 95 100 
Detroit 94 100 
Philadelphia 98 98 
Los Angeles 95 98 
Chicago 94 98 
Cleveland 89 97 
Baltimore 94 96 
Seattle 91 96 
Kansas City 90 94 
Indianapolis 86 93 
Denver 91 92 
87 92 
86 89 
82 89 
85 88 
86 87 
83 





' Adapted from ‘BLS Revises Estimates for Urban Family Budgets and Comparative Urban Indexes 
for Selected Urban Areas,”’ autumn, 1975 (USDL: 76-759, 1976), p. 14. Information on foreign branches 
(Frankfurt, Germany: 92; Panama City: 87; Bangkok, Thailand: 93), not comparable with the above 
(special purchasing facilities are taken into account), can be found in ‘‘Indexes of Living Costs Abroad 
and Quarters Allowances.’ Homeowner indexes do not incorporate possible Federal income tax savings 
that are available through deductions of interest and real estate taxes. 

? Estimates based on the BLS higher-budget index for homeowners, with principal and interest ad- 
justed for the increase in weighted average sales prices of new and existing homes between 1973 and 
1976. Housing cost data unavailable for some cities. 

5 Nonmetropolitan area. 
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the increases in Washington home 
prices. So a homeowner in one city 
should not use the BLS figures to esti- 
mate living costs in another city where 
he is planning to move, since the BLS 
figures do not measure the home prices 
for newly arrived residents. Many GAO 
staff, however, who are currently home- 
owners and considering relocation, re- 
quire an index that enables them to 
compare their average living cost with 
that of a new resident in another city.‘ 


The Newly Arrived Homeowners 
Cost-of-living Index 


To construct a cost-of-living index 
that can be used by GAO staff who are 
considering both relocation and the pur- 
chase of a home, I used the home price 
data listed in table 2 to modify the BLS 
higher-budget index for homeowners.5 
Specifically, I estimated a newly arrived 
homeowners cost-of-living index by mul- 
tiplying the amount spent on principal 
and interest in each city (as given in the 
BLS figures) by the increase in the 
weighted average sales prices of conven- 
tionally financed new and existing 
homes in each city between 1973 and 
1976. The accuracy of these estimates is 
limited, partly because information on 
home prices is available for only the last 
4 years.® 


‘This limitation is not a problem for renters, 
since the BLS index for renters reflects current 
rents. 

5 Only higher-budget indexes are considered, 
since the salaries of midlevel (GS-13 and above) 
staff are well above the average urban U.S. annual 
costs of a higher-budget four-person family— 


$22,294. 
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How To Use the Index 


The newly arrived homeowners cost- 
of-living index (table 1) can be used to 
gain a rough approximation of the dif- 
ferences in living costs between a city 
where a family is well established and a 
new city where the family might move. 
The ratio of cost-of-living indexes for 
the established homeowner in San Fran- 
cisco considering relocating in Wash- 
ington is not 104 to 100, but 104 to 104. 
This means that the auditor mentioned 
at the beginning of this article would 
have about the same cost of living if he 
bought a home in Washington as he did 
as a homeowner in San Francisco. 

The newly arrived homeowner index 
can also be used to estimate how many 
dollars would be needed to ‘‘compen- 
sate”’ for cost-of-living differences—i.e., 
should you make a move for a grade? 
The GS-14 in Seattle mentioned in the 
beginning of this article would receive 
about $1,200 more in salary if he were 
promoted to GS-15 in Washington. (See 
table 3.) His living costs, however, would 
increase by more than $2,000’ if he sold 
his home in Seattle and purchased one 


6 Some of the other reasons include changes in 
area interest rates as well as home prices, changes 
in the portion of a family’s budget spent on hous- 
ing today versus 6 years ago, and use of home 
price data that does not take into account quality 
or nonconventional financing. 

7 Table 4 compares BLS higher-budget indexes 
for homeowners with the newly arrived homeown- 
er index. Since the salary of a GS 13, 14, or 15 is 
greater than either of these budgets, the differ- 
ences cited are likely understated. The amount of 
this understatement may be lessened, however, for 
those newly arrived homeowners who apply any 
capital appreciation they may have earned from 
selling their previous home to the down payment 
of their newly acquired home, thus lessening the 
principal payments. 
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TABLE 2 


Average Sale Prices of Conventionally Financed, 
New and Existing Homes, 1973-76 





Metropolitan 
area 


1973 } 
existing 


Average® 


Percent 
change® 


1976 2 
existing 


New Average® 





37,000 
28,100 
41,200 
35,200 
32,700 
34,700 
31,500 
31,700 
34,600 
37,300 
32,900 
44,700 
30,600 
23,900 
38,800 
31,500 
43,000 


Chicago 
Cleveland 
Dallas 


Detroit 


Los Angeles 
Minneapolis 
New York 
Philadelphia 
St. Louis 

San Francisco 
Seattle 
Washington 


38,200 
30,400 
44,600 
36,200 
33,500 
36,500 
31,900 
34,000 
37,100 
37,600 
34,700 
45,800 
32,800 
27,100 
39,400 
32,700 
43,300 


56,900 
60,400 
51,600 
51,700 
55,800 
54,300 
51,500 
50,600 
54,400 
70,900 
51,100 
60,900 
51,000 
49,300 
67,600 
49,000 
59,900 


54,000 
43,900 
48,600 
51,900 
44,200 
50,300 
47,000 
41,200 
55,400 
62,700 
50,100 
57,700 
43,100 
30,100 
63,200 
39,800 
65,300 


54,900 
48,900 
49,600 
51,800 
47,700 
51,500 
48,300 
44,000 
55,100 
65,200 
50,800 
58,700 
45,500 
35,900 
64,500 
42,500 
63,700 


43.8 
60.5 
11.0 
43.0 
42.3 
41.2 
51.8 
30.0 
48.7 
73.5 
46.2 
28.1 
38.7 
32.5 
63.8 
30.1 
47.0 


Source: Federal Home Loan Bank Board monthly news releases. All figures are rounded. 


! January to April. 
2 July to October. 


5 Weights of .3 for sales of new homes and .7 for sales of existing homes are used in computing these 


columns. 





in Washington. (See table 4.) Thus, it 
would not be worth it financially for him 
to move to Washington for a grade. 
Regional office staff considering mov- 
ing to Washington should be most in- 
terested in the last column of table 4. 
Living costs increase for persons moving 


to Washington from all the cities listed 
except Anchorage, Boston, Honolulu, 


and New York. 


The headquarters person quoted at 
the beginning is aiso wrong. First of all, 
as can be seen in table 2, Los Angeles 
currently has the highest average prices 


TABLE 3 


Salary Increases From Typical Promotions 


Promotion 


GS-12, step 3 to GS-13, step 1 
GS-13, step 4 to GS-14, step 1 
GS-14, step 5 to GS-15, step 1 
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Salary increase 


$2,504 
1,987 
1,232 
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for existing and new homes, not Wash- 
ington. And these higher home prices 
would mean that a move from Washing- 
ton to Los Angeles would increase his 
living costs over $1,200, a figure found 
in the bottom row. This row of figures 
should be of most interest to Washing- 
ton staff considering moving to a re- 
gional office. The headquarters person, 
then, should not sell his home in Wash- 
ington and move to Los Angeles to lower 
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his living costs, since the exact opposite 
will result. 
Is a grade worth a move? The answer 


involves many considerations—family, 


job advancement, job satisfaction, life 
style, etc. But to the extent that the 
answer involves salary adjusted by cost- 
of-living differences, tables 3 and 4 in- 
dicate that for many city combinations, 
particularly those involving moving to 
Washington, it isn’t! 





AUSTIN J. DAYTON 


Extension of Lessons Learned... 


A short discussion of the importance of documentation to 


auditors. 


Background 


In August 1976, the General Account- 
ing Office published a booklet entitled 
‘Lessons Learned About Acquiring Fi- 
nancial Management and Other Infor- 
mation Systems.’’ The stated purpose: 


“We prepared this booklet to dis- 
seminate the lessons learned by many 
Federal agencies and contractors in 
designing, developing, and imple- 
menting management information 
systems. Although we were initially in- 
terested in the agencies’ development 
of their accounting systems, it be- 
came apparent that the lessons apply 
to the development of all types of 
management information systems.”” 


This booklet, recommended for all 
GAO employees, mentions ‘“‘final docu- 
mentation,’ an important subject 
throughout the field of auditing. This 
article is designed to emphasize its 
universal application to our work as 
auditors. 


What Is Documentation? 


In its broadest sense, documentation 
is written or printed paper furnishing in- 
formation or evidence. In a more restric- 
tive sense, it is the written or printed 
papers specifically designed and used 
for a definable function. For example, a 
document embodying an enabling law, 
an internal directive, a memorandum, or 
a descriptive requirement defining a 
function would be the initial document 
originating a function or system. This 
would be followed by all documents nec- 
essary to carry out the management 
phases of planning, organizing, staffing, 
directing, controlling, operating, review- 
ing, and budgeting related to the func- 
tion or system. All of these separate and 
individual documents, when taken as a 
whole, are the ‘‘documentation pack- 
age.” 

The financial management group of 
the Financial and General Management 
Studies Division in GAO fulfills the 
Comptroller General’s responsibility for 





Mr. Dayton is a supervisory financial systems analyst with the financial man- 
agement group of the Financial and General Management Studies Division. 
He is a graduate of the University of Florida and a former member of the Air 
Force. He came to the General Accounting Office in August 1969 after exten- 
sive experience in the Department of Defense. 
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approving accounting system designs, 
using documentation packages submit- 
ted by Government agencies. These 
packages may vary in size from 1 to 20 
or more volumes. The number of vol- 
umes is not necessarily related to the 
size or complexity of the system but is 
representative of the documentation 
method used by the agency. The time re- 
quired and the difficulty experienced in 
each system review is directly related to 
the quality of the package. 


Why Documentation 
Is Important 


Do not, as many people do, think of 
documentation as related solely to com- 
puterized operations. Documentation is 
required in any operational environ- 
ment because: 


1. It is difficult for a function to 
operate consistently, in the de- 
sired manner, and in harmony 
with other functions 
documentation. 


without 


In a changing environment, it is 
difficult to efficiently and eco- 
nomically change a function that 
is not documented. 

Compliance has little meaning if 
there is no documentation of the 
procedures to be complied with. 
Results are difficult to measure or 
evaluate unless the system gener- 
ating the results is documented. 


Documentation begins with origina- 
tion of a need. The need should be clear- 
ly defined in a document which can be 
expanded to provide a definable re- 
quirement for a function. Once we have 
defined what we need, we can prepare 
documentation tor each of the manage- 
ment phases. The results will be a 
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documented, well-defined operating 
function with the built-in capability to 
monitor and evaluate itself. For exam- 
ple, it is documentation in the agencies 
which provides their employees with 
forms, procedures, rules, regulations, 
etc., for consistent, effective, 
economic day-to-day operations. 

In my opinion, ‘“‘final documenta- 
tion,’ the term used in our booklet, 
might be misunderstood because docu- 
mentation should be dynamic and repre- 
sent the activities performed and there- 
fore be complete and final when the 
project is completed. I suggest that it is 
necessary for procedures to be estab- 
lished to maintain the documentation in 
a current status so that it will continue 
to represent the actual activity. 


and 


Application to Auditing 


GAO’s reporting standards require 
that auditors’ working papers contain 
enough evidence to support the factual 
information, findings, and conclusions 
in their reports. These workpapers con- 
tain copies of the agencies’ documenta- 
tion, interspersed with explanatory in- 
terviews and analyses. The quality of the 
agency's documentation will determine 
the ease with which the audit is carried 
out and the quality of the findings 
themselves. 

Where documentation is good, our 
auditors will be able to(1) document the 
function and results of the agency, (2) 
more easily analyze that situation, and 
(3) furnish documentary support for our 
findings and recommendations. How- 
ever, where agency documentation is 
poorly constructed or nonexistent, the 
auditor will usually develop a finding 
with an accompanying recommendation 


for improvement, which he will probably 
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have difficulty supporting. This com- 
parison, I believe, demonstrates the 
relative importance of documentation 
principles. 

“Guidelines for Documentation of 
Computer Programs and Automated 
Data Systems,’’ (Federal information 
processing standards publication 38, 
February 15, 1976) is a publication 
which I recommend to the auditor. It 
emphasizes the need for enough docu- 
mentation to make it worthwhile to ex- 
pend human and automated resources 
on planning, designing, developing, and 
implementing a system. Although this 


standard is directed primarily toward 
the automated data processing system, 
the ideas expressed can apply to all 
systems. 


Conclusion 


GAO has a goal of ADP training for 
all auditors. This training will include 
increased familiarity with documenta- 
tion principles— principles which I hope 
will broaden your perspective and 
positively increase your frame of 
reference in the field of auditing. 


Important to Understand 


* * * 


income and wealth are not produced in Washington, they 
are only redistributed there. 


President Gerald R. Ford 
1978 Budget Message 
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Alfred M. Clavelli 


1910-1977 


With profound regret the Review 
reports here on the passing of a 
longtime and respected member of 
GAO’s professional audit staff. Alfred 
M. Clavelli, who headed GAO’s San 
Francisco office for 21 years before his 
retirement in 1975, died at a Los Gatos 
hospital March 6, 1977, following a 
lengthy illness. He was 66. 

A native of Italy, Clavelli moved with 
his family to Chicago about 1915. He at- 
tended Northwestern University and re- 
ceived a diploma in commerce in 1936. 
During World War II he was on the staff 
of the Navy Cost Inspection Service in 
Chicago. In November 1946 he joined 
GAO’s newly formed Corporation Audits 
Division in Washington. He left GAO in 
1948 to accept a position with the public 


GAO Review/Spring ’77 


accounting firm of Touche, Ross, Bailey 
& Smart in Chicago, but returned in 
1952 and became a part of the regional 
office in San Francisco. When John 
Thornton moved to Washington in 1954 
to become director of Field Operations 
of the former Division of Audits, Mr. 
Clavelli became regional manager of the 
San Francisco office in his place. He 
served GAO in this capacity until he 
retired in 1975—the longest tenure in 
office of any regional manager in the 
history of the GAO. 

During his years as regional manager, 
Mr. Clavelli introduced many innova- 
tions to GAO and its regional opera- 
tions. Early in his tenure as regional 
manager, he instituted a positive pro- 
gram of personnel interchange between 
headquarter’s divisions 
and the regional offices. All Washington 
groups were encouraged to communi- 
cate with any of the GAO regional staff 
that they believed qualified to fill a 
Washington vacancy. At last count, 


Washington 


there were 2 regional managers, 2 asso- 
ciate directors, 8 assistant directors, and 
at least 12 GS-14s and GS-13s in GAO’s 
Washington headquarters offices who 
started their careers in the San Fran- 
cisco regional office. 

Mr. Clavelli worked with the director 
of personnel during 1957 and 1958 to 
elevate recruiting to a priority equal to 
that of other work. He was one of the 
first to establish the policy of continual 
contact with the colleges and univer- 
sities by the same staff member year 
after year. The ‘‘one face to the faculty”’ 
concept is a fairly universal approach 
among GAO offices today but was quite 
unique in the earlier years. 

Mr. Clavelli also pioneered the con- 
cept of organizing the audit resources of 
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his region along functional lines rather 
than agency lines. 

In 1961 he attended the executive de- 
velopment program of the Stanford 
University Graduate School of Business. 
In 1970 he received GAO’s Distin- 
guished Service Award. He was a Cer- 
tified Public Accountant in the States of 
Illinois and California, a member of the 
American Institute of CPAs, the Califor- 
nia Society of CPAs, the American Ac- 
counting Association, and the Associa- 
tion of Government Accountants, which 
he served | year as president of its San 
Francisco chapter. He was also the first 


chairman of the Western Intergovern- 
mental Audit Forum. 

At the time of his retirement in July 
1975, after 28 years of Federal Govern- 
ment service, Comptroller General 
Elmer B. Staats wrote to him: 

You should be immensely proud of 

your many accomplishments as re- 

gional manager of our San Francisco 
region, for the excellent staff you 
have developed, and for the good will 
you have engendered for the General 

Accounting Office in professional, 

business, and Government circles in 

the bay area. 
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News & Notes 


GAO Auditors Encounter Fire 


From time to time, the Review records 
incidents of serious physical risk en- 
countered by GAO auditors in pursuing 
their assignments. The following brush 
with fire at the Tinker Air Force Base 
last November by Gary Tutt and Art 
Brouk of the Dallas regional office was 
reported in that Office’s Big ‘‘D”’ 
Bulletin for November-December 1976. 


On November 17, 1976, DARO 
auditors Tutt and Brouk narrowly es- 
caped a fiery death in the labyrinth 
that was the Oklahoma City Air 
Logistics Center (OC-ALC). These 
two valiant men were busily engaged 
in the war against waste, not knowing 
that a holocaust was raging outside 
the door of the small, cold, win- 
dowless conference room to which 
they had been assigned. 

Almost as an after thought, an 
OC-ALC employee knocked on the 
door and suggested the auditors 
might want to leave the building. By 
this time a choking, blinding smoke 
had filled the area. However, placing 
GAO first, Tutt and Brouk calmly and 
cooly gathered the working papers, 
then their personal belongings, and 
joined the fleeing masses in the ex- 
odus. 

Later it was learned that a brilliant, 
unconcious act by the two auditors 
had saved important Government 
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documents from a flaming destruc- 
tion. What was that act? They simply 
closed the door behind them. Many 
other files were destroyed. Fortunate- 
ly there were no serious injuries to 
employees or firemen, but property 
damage was extensive. 


Auditing vs. Bean-counting 


In the very lengthy discussion on 
March 2 on the floor of the House of 
Representatives on a resolution for 
strengthening the code of ethics of 
House members, the subject of auditing 
came in for some attention. The ques- 
tion was whether an audit consists only 
of a clerical check of supporting vouch- 
ers against recorded transactions or 
whether it should go further and under- 
take to evaluate the purpose and sub- 
stance of the transactions. 

GAO’s concept of auditing, of course, 
embraces the latter. The question came 
up in the House debate in connection 
with the auditing assistance provided 
the House Committee on Administration 
by GAO. Three GAO staff members were 
assigned to work for the Commmittee to 
assist in its audit of Committee records 
and records of selected other commit- 
tees. 

The following excerpts from the 
House debate on March 2 relating to 
auditing are therefore of more than 
passing interest to GAO staff members. 
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* * * in response to the distinguished 


minority leader’s suggestion that 
each and every Member’s office and 
all of his books be audited even one 
time, I asked three of the major ac- 
counting firms in the United States 
what the estimate of that cost would 
be. They varied from $3,500 to $5,500 
per office. I do not think, I would say 
to my friend respectfully, that with 
the new system of quarterly reporting, 
the vouchering system, and the other 
reforms imposed in this book of regu- 
lations which every Member got and 
every office has been briefed on, that 
it would be at all necessary. I think it 
would be an absolutely unnecessary 
expenditure to audit every office. For 
test purposes, rather than to audit 
every committee, the Committee on 
House Administration and the GAO 
have completely audited the records 
of four committees of the House. 
Every single one of them came out 
remarkably well. There were some 
criticisms, which have been straight- 
ened out. I do think that the gentle- 
man would go too far in suggesting 
that there be an individual audit of 
each of the 435 House Members’ of- 
fices, when the reporting require- 
ments under these regulations are so 
tight that we can all be reassured and 
examine each other’s expenditures. 


* * * 


I should like to point out to the 
gentleman and to the members of this 
committee that the audits which the 
GAO conducted on the three commit- 
tees were audits but only in the purest 
sense of the word. All they did was 


simply look for vouchers to compare 


them against the expenses that were 
made. They could tell us that Eliza- 
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beth Ray was on the payroll, but they 
could not tell us where she was, what 
she was doing, if there was a job for 
her, if there was any job specification 
and whether she met the specs. They 
could not tell us that a name on the 
payroll was a Democratic county 
chairman from Ohio. They could not 
tell us that a consultant was an ex- 
Member of Congress who never came 
around. 

I submit that those are not the 
kinds of audits in which our con- 
stituents are interested. It is not a 
glossover. It is the kind of work that 
we ask for and we get from the GAO 
on a regular basis, but I still believe 
that calling in a first-rate independ- 
ent auditor and going over the ac- 
counts of these committees is still the 
most important thing that we have to 
do to satisfy our taxpayers. 

Further, the audits that we are talk- 
ing about are prospective, not retro- 
spective, since whatever was dug up 
last summer caused enough worry 
among the people of this country that 
we ought to give a complete audit of 
not every Member, but of selective 
Members, and of every committee if 
we really want to know that the peo- 
ple’s money is being spent in a 
responsible manner. There were just 
too many things that came up last 
summer that were not covered in 
these audits and are not going to be 
covered if we audit the way we have in 
the past. 


* * * 


With respect to the colloquy of the 
gentleman from Minnesota and the 
gentleman from Illinois on the subject 
of audits, I am not certain exactly 
what the gentleman from Minnesota 
considers to be an audit in the pure 
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sense of the word and I would like 
him, if he would do so, to tell me 
what his version of the definition is of 
the word ‘‘audit.”’ 

Mr. Frenzel. Mr. Chairman, if the 
gentleman will yield, what I intended 
to convey was that the GAO did in 
fact perform an audit and they 
matched vouchers against expenses 
and they proved, for example, that for 
buying this chair there was a voucher. 

Mr. Thompson. What is an audit 
but a matching of vouchers versus ex- 
penses? And further, what is an audit 
except for a compilation of expenses 
versus income and the authority? 

Mr. Frenzel. [f the gentleman will 
yield further, an audit is a good deal 
more than that. An audit is finding 
out if the chair was bought and why it 
was bought and was it in accordance 
with the law? It is finding out whether 
the employee is on the job? Is the em- 
ployee qualified? What is the reason 
for the employee to be there? 

Mr. Thompson. The gentleman has 
answered my question. What the gen- 
tleman wants is in effect a 435- 
Member, plus every committee and 
subcommittee, criminal investigation. 

The fact of the maiter is, if the 
gentleman will confer with the GAO 
auditors who were sent—and who in- 
cidentally were given no instructions 
by the chairman of the committee ex- 
cept to look at every single piece of 
paper available, including the num- 
ber of employees, the locale of their 
work, a description of their work and 


hours and pay, and so on, all of 


which was done—if the gentleman 
would take the time to make further 
inquiry of the GAO he would, I am 
sure, being the bright and reasonable 
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person that he is, agree that the 
audits of those four committees were 
comple audits. * * * 

Mr. Frenzel. J would say it is very 
interesting to know how many beans 
are in the jar and have the bean 
counters tell us that. But, what we 
really want to know is how many 
beans are rotten, and the GAO did 
not tell us that. 

Mr. Thompson. J do not know that 
an audit of the gentleman’s bank ac- 
count or of the committee or of the 
gentleman’s own account or accounts 
would display the number of beans in 
his jar which are rotten or unsatisfac- 
tory, or in my jar or in any other jar. 

The only thing we did was to make 
sure, especially with respect to the 
Committee on House Administration, 
that there were no faulty beans in the 
jar. But I am certain that an honest 
and forthright job was done and that 
those audits of the committees have 
been and are available and have been 
available to the press. 


Seven Questions 


In his message transmitting the 1978 
budget to the Congress, President 
Gerald R. Ford stated that in developing 
his proposed budget he asked the follow- 


ing seven questions in his reviews of ex- 


isting and proposed programs. These 
questions are quite pertinent also in 
GAO reviews of Federal Government 
programs and activities. 


The seven questions are: 


—lIs this activity important to our 
national security or sense of social 
equity? 

—Is_ this 


activity sufficiently 
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important to require that we tax 
our people or borrow funds to pay 
for it? 

— Must the Federal Government raise 
the taxes or borrow the funds or 
should State or local government 
do so? 

—Should the 
direct and manage the activity or 
should it limit its role to the provi- 
sion of financing? 

— How has the program performed in 
the past? Have the benefits out- 
weighed the costs in dollars or 
other burdens imposed? 

—Have the benefits gone to the 
intended beneficiary? 

—Does this activity conflict with or 
overlap another? 


Federal Government 


Benefits of ZBB 


In announcing on February 15 the 
establishment of zero-base budgeting in 
the executive departments and agencies 
to be applied for the fiscal year 1979, 
President Carter summarized the bene- 
fits as follows: 


‘A zero-based budgeting system 
permits a detailed analysis and justi- 
fication of budget requests by an 
evaluation of the importance of each 
operation performed. 

‘An effective zero-base budgeting 
system will benefit the Federal 
Government in several ways. It will 


© Focus the budget process on a 
comprehensive analysis of objec- 
tives and needs. 

Combine planning and 
budgeting into a single process. 
Cause managers to evaluate in 
detail the cost-effectiveness of 
their operations. 


e Expand 
participation in planning and 
budgeting at all levels of the 
Federal Government.’ 


management 


Guidelines for CPA 
Participation in Government 
Audit Engagements To Evaluate 
Economy, Efficiency, and 
Program Results 


Under this lengthy title, the American 
Institute of CPAs has published a fairly 
comprehensive booklet of suggestions 
and advice to CPAs considering taking 
on audit engagements of governmental 
programs or entities that go beyond 
financial operations. The guidelines 
were prepared by a special task force in 
the management advisory services divi- 
sion of the AICPA and are published as 
management advisory services guideline 
series number 6. 

The project was initiated in 1973 in 
an effort by the management advisory 
services section of the Institute to assist 
CPAs to understand the nature and 
scope of governmental auditing con- 
templated by the GAO standards 
published by the Comptroller General in 
1972. An earlier (1973) report by the In- 
stitute’s committee on relations with the 
General Accounting Office, entitled 
Auditing Standards Established by the 
GAO— Their Meaning and Significance 
for CPAs, endorsed the GAO standards. 
It stated that ‘‘GAO’s broadened defini- 
tion of auditing is a logical and worth- 
while continuation of the evolution and 
growth of the auditing discipline.”’ 

The new guidelines booklet reviews 
the elements of governmental audits, 
offers suggestions for responding to a 
request for an audit proposal, discusses 
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how to conduct engagements to evaluate 
efficiency, economy, and program 
results (with illustrative approaches for 
evaluating data processing and person- 
nel utilization), discusses program 
results evaluation at some length, pro- 
vides guidance on reporting, and inter- 
prets existing professional standards 
against GAO audit standards. As appen- 
dixes, the booklet reproduces GAO’s il- 
lustrative report, ‘‘Air Pollution Control 
Program, Sassafrass County, Maryland”’ 
(1975), and includes a useful compre- 
hensive bibliography. 

The nine-member task force was 
made up mostly of management advi- 
sory services partners from large public 
accounting firms. Also on the task force 
were E. H. Morse, Jr., Assistant Comp- 
troller General, and Donald J. Borut, 
Director, management development 
center of the International City Manage- 
ment Association. 


New Defense Systems 
Management Journal 


Another new Government periodical 
of interest to many GAO staff members 
has been launched by the Defense 
Systems Management College at Fort 
Belvoir, Va. 

Named Defense Systems Manage- 
ment Review, the first issue is dated 
winter 1976 (it would be winter 1977 if it 
followed The GAO Review’s dating 
system) and will be published quarterly. 

The first issue contains a lengthy arti- 
cle, ““The Congressional Budget and Im- 
poundment Control Act of 1974: Impli- 
cations for Program Managers.’’ Other 
articles discuss technological progress 
and life cycle support, training with in- 
dustry, industry management of defense 
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vs. commercial programs, and PERT— 
what happened to it? 


Jenkins Hill 


GAO staff members spend a great 
deal of time on what was once called 
Jenkins Hill but is now Capitol Hill. 
Staff; a congressional staff journal 
published by the House Commission on 
Information and Facilities, recently 
published some historical information of 
interest about Jenkins Hill. Excerpts: 


Jenkins Hill—a name veiled in antiq- 
uity but linked to George Washing- 
ton, Georgetown University and that 
visionary French planner, Pierre 
L’Enfant, who joyously called it “‘a 
pedestal awaiting a monument.”’ 

Today, Jenkins Hill is Capitol Hill. 

The Capitol is its monument. It sits 
atop the 88-foot rise which was part of 
land leased by one Thomas Jenkins, a 
farmer prior to the American Revolu- 
tion. He never acquired ownership of 
the land but documentation for the 
name exists in at least two historic 
letters. 

The first, written in 1784, is from 
Father John Carroll, a Jesuit priest 
who was preparing to found the 
school which has since 
Georgetown University. He wrote to 
his English superior that his brother, 
Daniel, had offered ‘‘Jenkins 
Heights”’ as a site for the college but 
Father Carroll had declined on the 
basis it would be too isolated for use. 


become 


Still another reference appears in a 
letter George Washington wrote to 
Lafayette in 1791, describing the 
areas he had chosen to lay out his new 
Federal City as ‘between Rock 
Creek, to the Potomac River and the 
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Eastern Branch as far up the latter as 
turn of the channel above Evans 
Point, thence including the flat, back 
of Jenkins Hill.”’ 

The land, which includes Capitol 
Hill, was acquired in 1662 from 
Cecilius Calvert, the second Baron 
Baltimore and proprietor of the 
Maryland Colony. The buyers were 
George Thompson and Thomas Ger- 
rard, English gentlemen who held 
adjoining estates in England before 
settling in the New World. They 
named it ‘“‘Duddington Manor,”’ after 
the country estate of mutual relatives 
in England. 

In 1670, the properties containing 
what later became known as Jenkins 
Hill were acquired by Thomas Notley, 
who served as Deputy Governor of 
Maryland from 1676, until his death 
in 1679, when the property passed to 
his godson, Notley Rozier. He in turn 
bequeathed it to his daughter, Ann. 

She married Daniel Carroll and left 
the property to her son, Charles Car- 
roll, second cousin of the famous 
signer of the Declaration of Inde- 
pendence, who bore the same name. 

Charles Carroll restored the name, 
Duddington Manor, to the land and 
his son, Daniel, also gave the appella- 
tion to the estate home which resulted 
in L’Enfant’s dismissal. 

In 1791, Daniel Carroll sold a large 
portion of his property to the commis- 
sioners supervising land purchase for 
the District of Columbia, including in 
the sale that slight rise of land known 
as Jenkins Hill. * * * 

L’Enfant, who had been commis- 
sioned to lay out the new Capital, 
perceived that a building by that 
name was being constructed in 1791 
to intrude on a line he had laid down 
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from New Jersey Avenue, SE. In a 
rage, he ordered an aide tear it down. 
The aide was arrested. Then L’Enfant 
himself attempted to demolish the 
offending structure and was eventual- 
ly fired by Washington for this and 
other disagreements. 


Ratman Testimony Outdone 


From GAO’s Philadelphia regional of- 
fice comes the following account of an 
experience in testifying before a con- 
gressional committee: 


During recent testimony before the 
Subcommittee on Social Security, 
Committee on Ways and Means, 
Gregory Ahart, Director, Human 
Resources Division, was assisted by 
one of the Philadelphia Regional Of- 
fice’s finest—none other than 
Richard G. Halter. Mr. Halter is to be 
commended for the brevity, specifici- 
ty, and just plain matter-of-factness 
which he clearly demonstrated in giv- 
ing his testimony. The drama un- 
folded something like this... 

Mr. Ahart was fielding question 
after question with machine-gun 
rapidity and precision. The tension 
began to mount. The probe was get- 
ting closer and closer. The moment of 
truth was escalating with every word. 
Mr. Halter’s area of expertise was 
about to pay dividends. Hours of 
preparation were about to pay off. 
Philadelphia’s banner raised to a new 
high. Visions of Ratman’s diligence 
danced in his head. 

The questions to Mr. Ahart con- 
tinued. Who should be fired? Can we 
name names? The Committee did not 
seem to be fathoming that Social 
Security could be mismanaging a pro- 
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gram as badly as Mr. Ahart was point- 
ing out. The Committee Chairman 
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never forget that a Congressman’s 
time is as valuable as our own, then 


was becoming incredulous. 

Then it happened. Suddenly! 
Without warning! 

The Chairman stopped. Silence. In- 
stantly he turned, raised his voice 
another three decibels, and pointed 
directly at Richard G. Halter. This 
was it. “‘Do you agree with what he’s 
saying?”’ 

The reply: “ABSOLUTELY.” 

It was over. His complete 
testimony. Never flinching. Never 
hesitating. Credibility. In one fell 
swoop. The feeling of contributing. 
The remembrance of hours of prepa- 
ration. Still, the Congressman was 
satisfied. 

Incidentally, Halter’s answer to the 
Committee was in line with Comp- 
troller General Staats’ guidance on 
“Speaking Before Committees.’’ If 
we speak clearly enough, with short 
sentences, words that are not am- 
biguous, and without repetition, and 


we will communicate—our testimony 
will be remembered. 

















Diagram showing the effect of Dick Halter’s 
testimony on the outcome of the hearings. 


Epitor’s NoTE: For information on Ratman, see 
“Ratman of Capitol Hill,’ by Harry Benchoff, 
The GAO Review, spring 1976. 
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By JUDITH HATTER 
Chief, Legislative Digest Section 


Senate Committee Reorganization 


Among the first legislative actions of 
the 95th Congress was Senate agree- 
ment on February 4, to a resolution, 
S. Res. 4, reorganizing the committee 
system of the Senate. 

The newly named Committee on Gov- 
ernmental Affairs has the duty of receiv- 
ing and examining reports of the Comp- 
troller General and submitting to the 
Senate such recommendations as it 
deems necessary or desirable in connec- 
tion with the reports’ subject matter. 


Confidential Funds 


Congressman Bob Eckhardt of Texas 
introduced a bill, H.R. 2422, to amend 
the Budget and Accounting Act, 1921, to 
provide the Comptroller General author- 
ity to audit confidential funds. 

In his introductory remarks on Janu- 
ary 26, the Congressman indicated that 
confidential or slush funds not subject 
to GAO audit have become a regular 
feature of many of the appropriation ac- 
counts of Federal departments. 

In his opinion, this practice weakens 
congressional control and oversight over 
Government spending, conceals the ex- 
penditure of millions of dollars from 
public view, and presents a grave poten- 
tial for abuse. 
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Members’ Accounts 


On January 19, H.R. 2093 was in- 
troduced by Congressman Elliott H. 
Levitas of Georgia. The bill, originally 
introduced by him in the 94th Congress, 
requires an annual audit by GAO of the 
House Members’ and committees’ ac- 
counts. 

GAO would be required to perform an 
audit of any expenditures or financial 
transactions of each Member, officer, or 
standing committee of the House of 
Representatives involving disburse- 
ments from the contingent fund of the 
House during calendar years 1973 
through 1976—such audit to be com- 
pleted within 9 months. Beyond that, 
the bill would require, beginning with 
calendar year 1977 and each calendar 
year thereafter, an annual GAO audit to 
be completed no later than 3 months 
following the close of the calendar year. 
The results of any audit are to be trans- 
mitted to the Speaker and be available 
to the public. 


Internal Revenue Service 
and the Alcohol, Tobacco, 
and Firearms Bureau 


Senator Lee Metcalf of Montana in- 
troduced S. 231, to amend the Account- 
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ing and Auditing Act of 1950, to provide 
for the audit by the Comptroller General 
of the Internal Revenue Service and the 
Bureau of Alcohol, Tobacco, and Fire- 
arms of the Treasury Department. 

Senator Metcalf explains that the 
main purpose of the bill is “‘to resolve a 
longstanding disagreement between the 
IRS and the GAO, and to make clear 
that the Comptroller General has the 
authority to self-start regular manage- 
ment reviews of the IRS and the ATFB, 
to obtain access to pertinent records and 
personnel, including tax returns and in- 
formation, and to conduct such audits 
on an independent basis.” ! 

The legislation is in full conformance 
with the amendment providing for GAO 
audit which became a part of the Tax 
Reform Act of 1976 (Public Law 
94-455). 

The measure was passed by the 
Senate with technical amendments on 


March 11. 


Federal Reserve 


Congressman Benjamin Rosenthal of 
New York introduced H.R. 2176, to pro- 
vide for audit by the Comptroller 
General of the Federal Reserve Board, 
the Federal Reserve banks and their 
branches and check clearing, 
transfer, and security facilities, the 
Federal Deposit Insurance Corporation, 
and the Office of the Comptroller of the 
Currency. 

E.H. Morse, Jr., Assistant Comptroller 
General, presented GAO’s views on the 
proposal before the Subcommittee on 
Commerce, Consumer and Monetary Af- 
fairs of the House Government Opera- 


wire 


1 Congressional Record, Vol. 123 (Jan. 14, 
1977), p. S612. 
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tions Committee on March 2. He made 
suggestions to strengthen the legislation 
which GAO supports and which was dis- 
cussed by the Comptroller General in 
transmitting to the Congress GAOQ’s 
comprehensive study of Federal supervi- 
sion of State and national banks. Donald 
C. Pullen, assistant director of GAO’s 
Banking Regulation Task Force, also 
participated in the hearing. 


Federal Bank Regulation 


The recent GAO study of Federal 
bank regulation was also referred to by 
both Senator Adlai E. Stevenson III and 
Senator William Proxmire in their in- 
troductory remarks on proposed legisla- 
tion. 

On February 10, Senator Stevenson 
introduced the Federal Bank Examina- 
tion Council Act (S. 711) and Senator 
Proxmire the Federal Bank Commission 
Act of 1977 (S. 684), which is substantial- 
ly identical to a measure introduced by 
him in the 94th Congress. 


Ethics 


Patricia Schroeder of Colorado, chair- 
woman of the Subcommittee on Man- 
power of the House Post Office and Civil 
Service Committee, introduced as H.R. 
3828 and H.R. 3829, legislation which 
the Comptroller General suggested in a 
January 28 letter to the Speaker of the 
House on the manner in which a new 
code of ethics and financial disclosure 
should be established for the officers 
and employees of the three branches of 
Government. 

The Comptroller General opposes the 
placing of administrative responsibility, 
the receiving of reports, and investi- 
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gative functions relating to financial Service Commission, the Clerk of the 
disclosure in GAO. He suggests that the House of Representatives, the Secretary 
responsibility be vested in an independ- of the Senate and the Director of the Ad- 
ent Commission on Ethics and Financial ministrative Office of the United States 
Disclosure or alternatively the Civil Courts, respectively. 


Arithmetic of Inflation 


But the American people are not content to live with a 5 per cent 
rate of inflation, nor should they be. If the general price level 


were to continue rising at a rate of 5 per cent a year, the value of 
a family’s savings—or the purchasing power of a retiree’s pen- 
sion check—would be cut in half in just 15 years. 


Arthur F. Burns 


Chairman, Board of Governors 
of the Federal Reserve System 
February 1977 
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Phillip S. Hughes 


Phillip S. Hughes, Assistant Comptroller General for Special Programs, left GAO 
on February 4, 1977, to accept an appointment with the Resources and Develop- 
ment Corporation in a consulting assignment with the Government of Iran on mat- 
ters involving budgeting and finance. 

Mr. Hughes came to Washington, D.C., from Seattle in 1949 and served as a 
budget and program analyst in the Bureau of the Budget. He became assistant 
director for legislative reference in 1958 and deputy director in 1966 under Presi- 
dent Johnson. He was reappointed to this post in 1969 by President Nixon. 

Mr. Hughes retired from the Bureau of the Budget in October 1969 after 21 years 
of service under 11 Budget Directors and 5 Presidents. He became Acting President 
of the National Institute of Public Affairs and a consultant of the Office of Manage- 
ment and Budget, the Ford Foundation, and other organizations. He joined the 
Brookings Institution in 1971, becoming director of public management studies. On 
May I, 1972, he was appointed director of GAO’s Office of Federal Elections and in 
December 1973 he was designated by the Comptroller General as Assistant Comp- 
troller General. 

Mr. Hughes received a B.A. degree in sociology from the University of 
Washington in 1938 and worked in the fields of management and statistics for 
Federal and State Governments and in private industry in the Seattle area from 
1938 to 1949, interrupted by World War II military service. 

He holds the National Civil Service League Career Service Award, the Bureau of 
the Budget Award for Exceptional Service, and the Rockefeller Public Service 
Award in the field of administration. 
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Smith Blair 


Smith Blair, director of the Office of Congressional Relations, retired on March 
11, 1977, after 34 years of Federal service, 21 with GAO. 

Mr. Blair began his career with GAO in 1952, with the former Office of Investiga- 
tions. He had previously been a special agent for the Federal Bureau of Investiga- 
tion and later served with the Hardy subcommittee of the House Government 


Operations Committee and the Senate Agriculture Committee. In 1956 he was ap- 
pointed director of GAO’s European Branch, where he served for 3 years. While in 
Europe, he founded the Paris chapter of the Federal Bar Association and was its 
first president. In recognition of his able service in Europe, he was given the GAO 
Meritorious Service Award in 1959. 


In the same year he was appointed manager of the Dallas regional office. He 
served GAO in this capacity until 1964, when he left to become assistant to the in- 
spector general for the Department of Agriculture. In 1968, Mr. Blair returned to 
GAO as a legislative attorney in the Office of Legislative Liaison, which received the 
Comptroller General’s Group Award during his service in 1968. In 1973, he became 
the first director of the Office of Legislative Liaison’s expanded successor, the Of- 
fice of Congressional Relations. 

Mr. Blair received his LL.B. degree with honors from the Washington College of 
Law, American University, in 1941. He completed the executive development pro- 
gram at Stanford University in 1962. Mr. Blair is admitted to practice to the 
Supreme Court of the United States, the U.S. Court of Appeals and the U.S. District 
Court for the District of Columbia. He is a member and past officer of numerous 
professional organizations, including former national vice president of the Federal 
Government Accountants Association. 

At the time of his retirement and in recognition of his long and creditable career 
in the Federal service, eight Members of Congress inserted statements of commen- 
dation about him in the Congressional Record. 
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Martin J. Fitzgerald 


Mr. Fitzgerald was designated director of the Office of Congressional Relations, 
effective March 14, 1977. In this position he is responsible for officewide coordina- 
tion of GAO’s congressional work. 

Mr. Fitzgerald graduated magna cum laude from Catholic University in'1964; he 
received a J.D. degree from Georgetown Law School in 1967. 

He served as a law clerk at the State of Michigan Court of Appeals before joining 
GAO in 1968. He was an attorney in the Office of General Counsel from 1968 to 
1970. From 1970 to 1975, Mr. Fitzgerald was a legislative attorney with the Office of 
Congressional Relations. Thereafter, he was assistant to the General Counsel until 
his appointment as director of the Office of Congressional Relations. 

Mr. Fitzgerald is a member of Phi Beta Kappa and of the Michigan, District of 
Columbia, and Federal Bar Associations. 
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Kenneth L. Weary, Jr. 


Kenneth L. Weary, Jr., regional manager, Kansas City regional office, retired 
from active service on December 31, 1976, after more than 27 years of Government 
service, of which 24 were with GAO. 

Mr. Weary is a certified public accountant in Missouri and is a member of the 
American Institute of Certified Public Accountants and the Ohio Society of Cer- 
tified Public Accountants. Before joining GAO, he had extensive experience in 
business and in public accounting as a senior staff member for a public accounting 
firm. He served in the U.S. Army from 1942 to 1945. 

Since becoming associated with GAO in December 1952, Mr. Weary worked in 
the Kansas City, Denver, and Cincinnati regional offices. He was regional manager 
of the Cincinnati regional office from January 1958 until December 1966, and 
regional manager of the Kansas City regional office from January 1967 until 
December 1976. 
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David A. Hanna 


David A. Hanna was designated regional manager of the Kansas City regional of- 
fice, effective January 1, 1977. 
Mr. Hanna joined GAO in San Francisco in 1960. He subsequently transferred to 


Chicago, where in January 1972 he was appointed an assistant regional manager. In 
January 1973, he transferred to Denver and in July 1976 to Kansas City. He was an 
assistant regional manager in both offices. 

Mr. Hanna served in the Air Force from 1952 to 1956. He graduated with honors 
from Armstrong College in 1959 and in 1975 completed the executive development 
program at Stanford University. Mr. Hanna is a certified public accountant (Illinois) 
and is a member of the American Institute of CPAs and the Association of Govern- 
ment Accountants. He received the GAO Career Development Award in 1972 and 
the Comptroller General’s Award (group) in 1973. 
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Other Staff Changes 


New Assistant Regional Managers 


New Director 


Management Services, 
Information Management and 
Development Group 


Vincent M. DeSanti 


New Assistant Directors 


Community and Economic 
Development Division 


Gerald E. Killian 


Energy and Minerals Division 


David D. Cahalen 


Human Resources Division 


Matthew R. Solomon 


Denver 


Arley R. Whitsell 


Los Angeles 
George E. Grant 


Seattle 
Gary D. McGill 


New Senior Attorney 
J. Dean Mosher 


New Budget Officer 
Richard L. Brown 
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Professional 
Activities, : 
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Office of the 


Comptroller General 


The Comptroller General, Elmer B. 
Staats, addressed the following groups: 


The Brookings Institution’s con- 
ference for business executives on 
Federal Government operations, on 
‘Functions of the General Account- 
ing Office,’’ Washington, D.C., 
December 6. 


Washington chapter of National Con- 
tract Management Association on 
“An Agenda of Procurement Con- 
cerns Before the New Congress,”’ 
Washington, D.C., January 12. 


Sixth Annual Conference of Manage- 
ment Consultants on ‘Productivity, 
Our Standard of Living, and the U.S. 
Position in the World Economy,” 
New York City, January 26. 


Management Forum, Rensselaer 
Polytechnic Institute, on ‘‘The Role 
of the General Accounting Office in 
Improving the Operations of the 
Federal Government,” Troy, N.Y., 
February 8. 


The Comptroller General: 


Participated in the orientation pro- 
gram for,new Members of Congress, 
on the panel ‘‘Committees—Struc- 
ture and Assignments,”’ the Rayburn 
Building, Washington, D.C., Decem- 
ber 4. 
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Nigah RUAS 





Presented Financial Management Im- 
provement Awards at the sixth finan- 
cial management conference spon- 
sored by the Joint Financial Manage- 
ment Improvement Program, Wash- 
ington, D.C., February 7. 


Presented lectures to the Australian 
Society of Accountants at efficiency 
audit seminars in Canberra, Mel- 
bourne, Perth, Adelaide, Brisbane, 
and Sydney, Australia, February 22 to 
March 4. Mr. Staats’ three lectures at 
each location were on: 


“The United States General Ac- 
counting Office: Its Role as an In- 
dependent Audit and Evaluation 
Agency.” 

‘“How GAO Plans and Carries Out 
Its Audit and Evaluations.”’ 


“‘Reporting Policies and Practices 
of the United States General Ac- 
counting Office.”’ 


E. H. Morse, Jr., Assistant Comp- 
troller General, spoke on the functions 
and present status of the General Ac- 
counting Office at a meeting of the 1976 
Federal faculty fellows of the American 
Assembly of College Schools of Busi- 
ness, January 19. 


Office of the 
General Counsel 


Paul G. Dembling, general counsel, 
participated in the following: 





PROFESSIONAL ACTIVITIES 


Mr. Roy Henderson, President of the Australian 
Society of Acc” intants, presents Comptroller Gen- 
eral Staats a silver tray on the occasion of Mr. 
Staats’ lectures at the Society’s seminar on Effi- 
ciency Audits in Government, February 26 in 
Perth, Western Australia. 


Federal Executive Institute seminar 
on ‘The Role of Assistant Secretar- 
ies,’ December 8, in Charlottesville, 
Va. 


Brookings Institution public policy 
issues conference, January 15, in 
Williamsburg, Va. 


Conference of personnel officers from 
the Department of Health, Education, 
and Welfare. Mr. Dembling spoke on 
“The Role of the Comptroller Gen- 
eral in Federal Sector Labor Rela- 
tions,”’ February 2. 


Paul Shnitzer, associate general 
counsel, addressed the Defense ad- 
vanced procurement management 
course on ‘‘Problems in Formal Adver- 
tising,’” December 3 and February 18, 
in Fort Lee, Va. 


Robert L. Higgins, assistant general 
counsel, addressed Labor-Management 
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Services Administration conference 
sponsored by the U.S. Department of 
Labor on ‘‘The Role of the Comptroller 
General in Federal Labor-Management 
Programs,’’ December 13, in Norfolk. 


Seymour Efros, assistant general 
counsel, spoke before the Defense ad- 
vanced procurement management 
course on ‘‘Problems in Formal Adver- 
tising,”’ January 13-14 in Los Angeles. 


Martin J. Fitzgerald, assistant to 
general counsel: 


Participated in a seminar on ad- 
ministration of Federal grants, spon- 
sored by the Federal Grants Informa- 
tion Center and the Association of 
Government Accountants. Mr. Fitz- 
gerald was on a panel which discussed 
“‘Resolving Grant Disputes: The 
Trend Toward New Federal Adminis- 
trative Appeal Boards,’’ November 
19. 


Addressed the annual fall procure- 
ment conference of the Government 
Contracts Association, Inc., on ‘‘Bid 
Protest Procedures and Remedies,”’ 
December 3-5, in Detroit. 


Ronald Wartow, senior attorney: 


Addressed the U.S. Forest Service na- 
tional conference for directors of ad- 
ministrative services on ‘‘Competitive 
Negotiation and Bid Protests’’ Janu- 
ary 24-26, in Tucson. 


Spoke on ‘‘Competitive Negotia- 


tions’’ before contract specialists of 
the Public Health Service, March 2. 


Community and Economic 
Development Division 


Henry Eschwege, director, addressed 
the Brookings Institution conference 
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for business executives on Federal 
Government operations on the functions 
of the General Accounting Office in 
Washington, D.C., on February 14. 


John Landicho, associate director; 
Stephen Keleti, assistant director; Jacob 
Glick, supervisory auditor; Joseph 
Maranto, supervisory auditor; Richard 
Renzi, supervisory auditor; and Dennis 
Fricke, supervisory GAO auditor, of the 
business and area development group 
participated in a briefing on February 
11 to acquaint officials of Italy’s Court 
of Accounts and Ministry of the Treas- 
ury on the day-to-day operations of a 
GAO audit site, including planning and 
reporting responsibilities. 


Jacob P. Glick, task force leader, 
spoke before the Marine Fisheries Ad- 
visory Committee on the GAO task force 
study to delineate policy issues, options, 
and costs of revitalizing the U.S. com- 
mercial fishing industry on February 9. 
The study was undertaken at the joint 
request of the House Committee on 
Merchant Marine and Fisheries and its 
Subcommittee on Fisheries and Wildlife 
Conservation and the Environment. 


On February 23, William Stewart, 
ABC-TV news reporter, taped an inter- 
view with Mr. Glick on the report ‘‘The 
U.S. Fishing Industry—Present Condi- 
tion and Future of Marine Fisheries.”’ 


William E. Gahr, assistant director: 


Addressed a Brookings Institution 
Federal executives conference on 
“Food Policy Issues,’’ November 18. 
Gave a talk, “‘Can Models Help Con- 
gress Make Decisions?’’ to the Rocke- 
feller Foundation conference, in 
Cleveland, Ohio, on January 7. 


Participated in the East-West Center 
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for Presidential Seminar on world sys- 
tem models in developing and analyz- 
ing national policy, January 16-20. 


Sebastian Correira, assistant director, 
participated in Pennsylvania’s Depart- 
ment of Community Affairs conference 
at the Woodrow Wilson Center for 
Scholars, Smithsonian Institute, in 
Washington, D.C., on February 16. 


Ronnie Wood, supervisory auditor, at- 
tended the Executive Seminar Center’s 
seminar for new managers during Oc- 
tober 25 to November 12. 


Steven Sternlieb, supervisory auditor, 
spoke on food loss at the National Food 
Loss Conference in Boise, Idaho, on 
September 14. 


Federal Personnel and 
Compensation Division 


H. L. Krieger, director; Donald 
Boegehold and Albert Shanefelter, as- 
sistant directors; and Vincent DiCarlo, 
supervisory auditor, participated in a 
panel discussion on Navy manpower 
problems sponsored by the Brookings 
Institution’s advanced study program, 
in Washington, December 14. 

Clifford I. Gould, deputy director, 
spoke on ‘‘Growing Congressional In- 
terest in Personnel Management in the 
Executive Branch’’ before the Mount 
Vernon chapter of the International Per- 
sonnel Management Association, in Arl- 
ington, Va., January 26. 


Financial and General 
Management Studies Division 


Donald L. Scantlebury, director: 


Participated as panel leader on ‘‘The 
Evaluators: Responsibility Destroy- 
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PROFESSIONAL ACTIVITIES 


ers?’’ at the seventh annual con- 
ference sponsored by the National 
Capital Area chapter of the American 
Society for Public Administration, 
December 2, Washington, D.C. 


Spoke on ‘‘Electronic Fund Trans- 
fers—Friend or Foe’’ at the AGA 
Florida Space Coast chapter in Mer- 
ritt Island, Fla., on Jan. 31; at the 
AGA Northern Virginia chapter in 
Arlington, Va., on Jan. 18; at the AGA 
Long Island chapter in Long Island, 
N.Y., on Feb. 16; and at the AGA 
Dallas-Ft. Worth chapter in Euless, 
Tex., Feb. 22. 


Spoke on the problems and prospects 
of transferring funds electronically, 
from his perspective as a Commis- 
sioner on the National Commission 
on EFT at the Washington chapter, 
American Society of Military Comp- 
trollers, in Washington, D.C., Feb. 16. 


Richard W. Maycock, deputy direc- 
tor, spoke at a Civil Service Commission 
seminar on February 22, on the account- 
ing and reporting aspects of Federal 
financial management information. 


Walter L. Anderson, associate direc- 
tor: 


Chaired a panel discussion on ‘‘Re- 
cent Trends and Developments in the 
Application of Minicomputers’’ at the 
American Institute of Industrial 
Engineers symposium on December 
6, in Washington, D.C. 


Spoke on ‘“‘Significant Developments 
in the Last 6 Months in Federal 
Automatic Data Processing’’ at the 
American Management Association’s 
management systems council winter 
meeting in Palm Beach, Fla. on 
January 31. 
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Spoke on ‘‘Lessons Learned in 
Federal ADP Management Appli- 
cable to the 1980s” on February 2, at 
the Navy advanced ADP technology 
symposium at the Washington Navy 
Yard. 


Presented a luncheon address on 
“Impact of Minicomputers in the 
Federal Government’’ at the Diebold 
research program mini/maxi com- 
puter symposium on February 16, at 


Orlando, Fla. 


Harry C. Kensky, associate director, 
and Dave Lowe, assistant director, con- 
ducted a seminar for graduate students 
on the role and mission of GAO and 
reviews of accounting systems in opera- 
tion at the Air Force Institute of 
Technology, Wright-Patterson Air Force 
Base, Ohio, on February 18. 


Ken Pollock, assistant director, spoke 
on ‘‘Minicomputer Procurement in the 
Federal Government’’ at the American 
Institute of Industrial Engineers’ 
seminar on minicomputers in Washing- 


ton, D.C., December 8. 


Earl M. Wysong, Jr., assistant direc- 
tor, spoke to the Washington chapter of 
the EDP Auditors Association on 
December 21, on GAO’s ADP approval 
function. 


George P. Sotos, assistant director, 
presented a paper and participated as a 
panel member on ‘“‘Life Cycle Manage- 
ment in ADP—an Audit Perspective’ at 
the American Institute of Industrial 
Engineers conference in Washington, 


D.C., February 9. 
Bob Ryan, assistant director: 


Participated as a speaker in an ex- 
ecutive seminar at the National Arts 
Centre, Ottawa, Ont., on February 22. 
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The seminar ‘Operational Audit— 
What Executives Need to Know,”’ was 
one of a series sponsored by the 
Bureau of Executive Education, staff 
development branch, Public Service 
Commission of Canada. He discussed 
the functions of GAO and operational 
auditing. 

Served as instructor for a 2-day 
course on GAO audit standards for 
the Interagency Auditor Training 


Center in Denver, Colo., February 24 
and 25. 


W. A. Broadus, assistant director, 
chaired a workshop on intergovernmen- 
tal auditing at the Joint Financial 
Management Improvement Program 
conference held in Washington, D.C., 
on February 7. 


Brian L. Usilaner, assistant director: 


Spoke on ‘“‘The Role of Productivity 
in the Management Process’ at the 
Midwestern Intergovernmental Audit 
Forum, January 17, Fontana, Wis. 


Spoke on ‘“‘Costing Out Federal 
Labor Agreements’’ at the Society of 
Federal Labor Relations professionals 
conference in Washington on Feb. 25. 


Spoke on ‘‘Productivity—Concepts 
and Use’’ to the New Jersey State 
Legislature in Trenton on February 


28. 


Edwin J. Soniat, supervisory systems 
accountant, spoke on National Produc- 
tivity at the Federal Library Conference, 
December 1, Atlanta, Georgia. 


Jacqulyn K. Mullins, supervisory 
systems accountant, served as a panel 
member on ‘‘Federal Consolidated 
Financial Statements’ at the Annual 
Financial Management Conference held 
on February 7, in Washington, D.C. 
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Austin J. Dayton, senior financial 
system analyst (ADP) passed the CPA ex- 
amination in Maryland. 
W. Bedarf, 
psychologist, is serving as Secretary- 
Elect of the Potomac Chapter of the 
Human Factors Society for 1977. 

Heber D. Bouland, 


research analyst: 


Erwin supervisory 


operations 


Spoke on econometric food models at 
the winter meeting of the D.C. 
Maryland section of the American 
Society of Agricultural Engineers, 
February 10, Beltsville, Md. 


Spoke on ‘‘Evaluating the Benefits 
and Costs of Automobile Safety 
Standards’’ at the Washington Oper- 
ations Research Council, February 
15, Washington, D.C. 


Dale W. Harrison, operations 
research analyst, and Robert Gerkin, 
supervisory auditor (HRD), spoke on 
GAO’s assessment of the impact aid pro- 
gram at the annual meeting of repre- 
sentatives of school districts receiving 
impact aid in Orlando, Fla. on Decem- 


ber 29. 


Michael F. Morris, management con- 
sultant: 


Taught a 2-day seminar with Mr. Ed- 
ward Murray, senior consultant, Peat, 
Marwick, Mitchell & Co., on ‘‘The 
Use of Computer Performance Evalu- 
ation Tools and Techniques in Au- 
diting Computer Installations’ for 
the Association of Government Ac- 
countants, January 6 and 7 in Wash- 
ington, D.C. 
Spoke on ‘“‘Presentation of Per- 
formance Data to Management’’ to 
the New York chapter of the Associa- 
tion for Computing Machinery, Janu- 
ary 18, in New York City. 





PROFESSIONAL ACTIVITIES 


Joint Financial Management 
Improvement Program 


Donald C. Kuil, executive director: 


Presided at the seventh annual con- 
ference of the National Capital Area 
chapter of the American Society for 
Public Administration held December 
2-3, at the Statler Hilton in Washing- 
ton, D.C. 


Spoke on “‘Improving Governmental 
Productivity’ in a workshop on 
stretching the public dollar at the 
11th Annual Conference on Intergov- 
ernmental Relations and Regional 
Planning, December 5-7 in El Paso, 
Tex. 


Presided at the Annual Financial 
Management Conference held in 
Washington, D.C., on February 7. 


Spoke on the Joint Financial Manage- 
ment Improvement Program to a 
graduate class of Washington Public 
Affairs Center, University of 
Southern California, on February 24, 
in Washington, D.C. 


General Government Division 


William J. Anderson, deputy director, 
addressed the Dallas chapter of the 
Association of Government Accountants 
on ‘‘Management Control—The Uncer- 


tain Role of Internal Audit’? in 


November 1976. 


Bill Thurman, assistant director, 
served as an instructor in the intergov- 
ernmental relations course at the Execu- 
tive Seminar Center, Oak Ridge, Tenn. 
in January 1977. 


Robert F. Derkits, audit manager: 


Attended the intergovernmental af- 
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fairs fellowship program from Oc- 
tober to December 1976. His assign- 
ment was in Arlington County, Va., 
where he prepared the county’s first 
comprehensive cost allocation plan to 
enable it to identify and claim in- 
direct costs of Federal assistance pro- 
grams. 


Spoke to participants of the Civil 
Service Commission’s institute in the 
legislative function, on GAQ’s sup- 
port of the Congress, February 15 in 
Washington, D.C. 


Norman Stubenhofer, supervisory 
auditor, and Richard Groskin, super- 
visory program analyst, participated in a 
symposium and workshop sponsored by 
the National Institute of Law Enforce- 
ment and Criminal Justice and the 
MITRE Corporation in McLean, Va., in 
November 1976. 


Human Resources Division 


Gregory J. Ahart, director: 


Participated in a congressional brief- 
ing conference at the Capitol Hill 
Club on December 10. The confer- 
ence was to develop insights into for- 
mulating and enacting legislation and 
overseeing its implementation. 


Participated in Brookings Institution 
conference for business executives on 
Federal Government operations on 
January 31. He discussed ‘‘Functions 
of the General Accounting Office.”’ 


Roger L. Sperry, assistant director, 
spoke on ‘‘The Role of GAO in Educa- 
tion’’ before a dinner meeting of the 
Education Policy Fellows sponsored by 
the Institute for Educational Leader- 
ship, George Washington University, 
February 16. 
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Sandra J. Roupp, supervisory auditor, 
participated in a panel discussion on 
program compliance and audit at the 
fall conference of the New Jersey 
Association of Student Financial Aid 
Administrators in Cherry Hill on 
December 8. 


Logistics and Communications 
Division 
Werner Grosshans, associate director: 


Conducted a training seminar on pro- 
gram evaluation for the Interagency 
Auditor Training Center in Orlando, 


Fla., Dec. 17-29. 


Spoke at the course, executive 
development of auditors I, conducted 
by the Interagency Auditor Training 
Center in Bethesda, Md., on Feb. 8. 


Mr. Grosshans and Tom Williamson, 
assistant general counsel: 


Conducted a forum on GAO for the 
Federal Executive Institute 
number 9 on January 25. 


class 


Gave a presentation to a class of 
graduate students from the University 
of Southern California, in Washing- 
ton, D.C., on Feb. 24. 


Procurement and Systems 
Acquisition Division 


Richard W. Gutmann, director, spoke 
on “‘The Federal Acquisition Act of 
1976 and the Role of the General Ac- 
counting Office’? before the National 
Security Industrial Association in St. 
Petersburg, Fla., on February 28. 


Jerome H. Stolarow, deputy director, 
spoke on the role of GAO in major 
weapon systems acquisition at the Navy 
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Logistics Management School, Wash- 
ington, D.C., on December 17 and 


January 28. 


Morton A. Myers, deputy director, has 
been invited to serve as a member of the 
program planning committee for the 
3lst National Conference for the Ad- 
vancement of Research, to be held in 


Albuquerque, N.M., on October 2-5. 


Dr. John G. Barmby, assistant direc- 
tor, participated in a seminar on ‘‘Ap- 
plication of Analytical Techniques: 
Defense Analysis—General Accounting 
Office’’ at the Industrial College of the 
Armed Forces, Washington, D.C., on 


February 15. 


Joseph C. Bohan and Sidney Wolin, 
assistant directors, participated in a 
seminar on “‘GAO’s View of the F-16 
Multinational Program’’ at the In- 
dustrial College of the Armed Forces, 
Washington, D.C., on March 7. 


Osmund T. Fundingsland, assistant 
director: 


Participated in a panel discussion on 
“Industrial Technology Transfer’’ at 
the winter annual meeting of the 
American Society of Mechanical 
Engineers in New York, N.Y., on 
December 9. 


Presented a panel talk on ‘‘Evalua- 
tion of Federally Sponsored Social 
R&D”’ at the annual meeting of the 
American Association for the Ad- 
vancement of Science, in Denver, 
Colo., on February 24. 


Robert B. Hall, assistant director, par- 
ticipated in two symposiums held by the 
National Contract Management Associa- 
tion. He acted as the moderator for a 
panel discussion on ‘‘The Federal Ac- 
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quisition Act of 1976’’ in Washington, 
D.C., on January 13 and as a panelist for 
the discussion of ‘‘Redirections in 
Federal Procurement’’ in Melbourne, 
Fla., on February 24. 


Stanley LaVallee and C. William 
Moore, Jr., assistant directors, were 
awarded Certificates of Professional 
Management from the Institute of Cer- 
tified Professional Managers, Trinity, 
Tex., on December 6. 


John A. Rinko, assistant director, and 
Billy Kester, audit manager, par- 
ticipated in the Air Force Systems Com- 
mand’s value engineering congress held 
in Washington, D.C., January 31 to 
February 1. 


Leslie L. Megyeri, audit manager, has 
been appointed as a vice chairman of 
the American Bar Association’s en- 
vironmental and ecology law committee, 
public contract law section, for 1977. 


Michael R. Yasher, audit manager, 
received a diploma from the Air War 
College in December, 1976, after com- 
pleting a 2-year correspondence course 
in an associate program—‘‘Military 
Management and International Govern- 
ment.”’ 


Dr. Robert P. Koontz, science policy 
analyst: 


Coauthored an article ‘‘The Politi- 
cians’ Demand for a Geographic Dis- 
tribution of NSF Funds”’ published in 
the November 1976 issue of The Pro- 
fessional Geographer. 


Was selected to serve on the commit- 
tee on charter and bylaws, section on 
science and technology in govern- 
ment, American Society for Public 
Administration. 
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Program Analysis Division 


Harry S. Havens, director: 


Spoke to the Chicago chapter of the 
Association of Government Account- 
ants on ‘‘The Likely Impact of Zero- 
Base Budgeting’? in Chicago, Ill., 
February 7. 


Addressed the luncheon meeting of 
the American Association for Budget 
and Program Analysis on March 17, 
Washington, D.C. He spoke on 
““Budget Reform and Program 
Evaluation.”’ 


Participated as a panelist at the 
Center for Technology and Adminis- 
tration of the American University in- 
formation technology serving society 
seminar on March 2, Washington, 
D.C. He spoke on “‘Information in the 
Federal Policymaking Process.”’ 


Joseph F. Delfico, assistant director: 


Participated in a panel discussion on 
“‘How the Budget Process Functions’’ 
at the Department of Agriculture’s 
Agriculture Stabilization and Conser- 
vation Service training program, 
Manassas, Va., August 26. 


Spoke on ‘“‘The Use of Activity In- 
dicators: A First Step in Developing a 
Systematic Approach for Evaluating 
Programs,” at a business managers 
meeting of the Social Services De- 
partments of the State of Iowa in Des 
Moines, January 19. 


Participated in a panel discussion at 
the National Conference on Criminal 
Justice Evaluation and spoke on 
“‘Synthesising Evaluative Interaction 
for the Congress,’ in Washington, 
D.C., February 23. 
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Spoke on the “Impact of Sunset 
Legislation and Zero-Base Budgeting 
and Evaluation’’ at the 1977 Health 
Resources Administration seminar 
series in evaluation, on March 18. 


Wallace M. Cohen, assistant director, 
participated in a panel discussion on 
“Modeling and Validation in the 
Federal Government,”’ at the Bicenten- 
nial Winter simulation conference spon- 
sored by the National Bureau of Stand- 
ards in Gaithersburg, Md., December 7. 


Robert A. Jaxel, senior analyst, 
discussed GAO’s Directory on Federal 
Information Sources and Systems dur- 
ing a program sponsored by the Federal 
Information Requirements Manage- 
ment Council, November 9. 


Harry Weintrob, supervisory opera- 
tions research analyst, and Jeff Jacobs, 
management analyst, were guest lectur- 
ers at a course conducted by the Civil 
Service Commission, ‘“Design and Con- 
duct of a Program Evaluation,’ January 


3. 


Management Services 


A. F. Franklin, assistant director, gave 
a presentation at the Government Print- 
ing Office to the Director of Personnel 
and his staff on GAO’s approach in 
developing and implementing its new 
career management system on January 


19. 


Field Operations Division 


Chicago 
Gilbert Stromvall, regional manager: 


Was appointed as an advisor to the 
public management program of 


GAO Review/Spring ’77 


PROFESSIONAL ACTIVITIES 


Northwestern University’s Graduate 
School of Management, February 2. 


Chaired the Midwestern Intergovern- 
mental Forum, Fontana, Wisc. Janu- 
ary 17-18. 


Dan White, assistant manager, and 
Jim Musial, supervisory mathematician, 
participated in a panel discussion on 
““ADP and Its Implications’ at the 
Midwestern Intergovernmental Forum, 
Fontana, Wisc., January 17. 


Bill Schad, assistant manager, was 
appointed fiscal year 1977 nominating 
committee chairman for the Chicago 
chapter of the Association of Govern- 
ment Accountants, January 13. 


Jimmie Gilbert, auditor, participated 
in a panel discussion on ‘‘ Youth Motiva- 
tion” at the Edward Tilden High 
School, Chicago, Ill., December 9. 


Verne Gilles, supervisory auditor, and 
John Wanska, management auditor, 
were appointed socioeconomics director 
and programs director, respectively, of 
the Twin Cities chapter of the Associa- 
tion of Government Accountants, for 
program year 1976-77. 


Denver 


Bernard L. Lowery, supervisory 
auditor, spoke to the open shop commit- 
tee of the Associated General Contrac- 
tors of Colorado on December 15. His 
topic was the ‘‘Role of the General Ac- 
counting Office in Reviewing the Ad- 
ministration and Enforcement of the 
Davis-Bacon Act.”’ 


Lowell Hegg, supervisory auditor, 
spoke to the University of Denver 
chapter of Beta Alpha Psi on the role of 
the General Accounting Office, January 
31. 





PROFESSIONAL ACTIVITIES 


Detroit 


Walter C. Herrmann, Jr., regional 
manager, served as moderator for a 
management-labor relations seminar, 
sponsored by the Detroit chapter of the 
Federal Executive Board, January 27. 


John P. Competello, assistant 
manager, and Charles D. Allegrina and 
Kenneth Wachner, supervisory auditors, 
have been awarded the Certified Man- 
ager certificate by the Institute of Cer- 
tified Professional Managers. 


Robert Y. Hill and Francis P. Mioni, 
auditors, along with David W. Rowan, 
management auditor, have been 
awarded master of arts degrees in public 
administration from Central Michigan 
University. 


New York 


George J. Anthony, assistant 
manager, served as a panelist during the 
cash management workshop of the Joint 
Financial Management Improvement 
Program, in Washington, D.C., on 
February 7. Mr. Anthony discussed the 
Federal Government’s policies and prac- 
tices in paying its bills and their impact 
on cash management. 


Val Tomicich, assistant manager, and 
Nicholas Zacchea, supervisory auditor, 
participated in a professional visitation 
program arranged by the U.S. Depart- 
ment of Commerce for graduate stu- 
dents from New York University, 
December 8. Mr. Tomicich spoke on 
“The GAO: Yesterday, Today, Tomor- 


oh) 


Tow. 


Mr. Zacchea and John Kleinwaks, 
management auditor, met with students 
of the Maxwell School of Citizenship 
and Public Affairs of Syracuse Universi- 
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ty and discussed GAO and program 
evaluation in the Federal Government, 
November 11. 


Mr. Zacchea along with Eduardo 
Escobar, auditor, addressed students of 
Manhattan Community College on ‘‘Ca- 
reer Opportunities in the Federal 
Government,’ November 24 and 30. 


Mr. Zacchea also addressed a meeting 
of college placement officials attending 
the annual conference of the College 
Public Agency Council of Swan Lake, 
N.Y., November 18. He spoke on 
**GAO—Its Mission, Its Dimensions, Its 
Professionals.”’ 


Francis K. Hopp, management 
auditor, and Hodge Herry, auditor, par- 
ticipated in the annual career day spon- 
sored by the business division of Med- 
gar Evers College, Brooklyn, November 
18. 


William Rigazio, supervisory auditor, 
participated in the accounting career 
seminar sponsored by Alfred University, 


N.Y., October 21. 


George Cullen, management auditor, 
spoke at a meeting of business students 
of the accounting club of Marist Col- 
lege, Poughkeepsie, N.Y. on ‘‘GAO’s 
Role in Government: Its Mission and 
Function,’ October 21. 


Kevin O’Grady, management 
auditor—together with Joe Comtois, 
assistant director, Program Analysis 
Division—addressed students of the 
Cornell University School of Business 
and Public Administration on ‘The 
Scope of Professional Activities in the 


GAO,”’ October 26. 
Charles Stein and Richard Borst, 


auditors, spoke at a group meeting spon- 
sored by the accounting club of the New 
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York Institute of Technology, Old 
Westbury, on the ‘‘The Role of GAO in 


Government,’’ November 4. 


John Lesser, auditor, spoke with 
students at the second annual career 
day at the State University of New York, 
Albany, on GAO’s role in the Govern- 
ment, November 9. 


William Rooney, management 
auditor, met with business majors from 
Monmouth College, West Long Branch, 
New Jersey, to discuss ‘‘GAO’s Role in 
Government Today,’’ November 10. 


Susan Tschirhart and Mary Lee Perillo, 
management auditors, represented GAO 
at a career day sponsored by the College 
Public Agency Council for the Civil 
Service Commission’s New York region 
at Brooklyn College, December 15. 
About 150 graduate and undergraduate 
students attended. 


Seattle 


Ray S. Hausler, supervisory auditor, 
has accepted an invitation to participate 
in the public service advisory group of 
the Graduate School of Administration, 
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PROFESSIONAL ACTIVITIES 


Williamette University. The group will 
help plan the school’s curriculum and 
professional development programs. 


Marvin F. Case, supervisory manage- 
ment analyst, and Robert A. Higgins, 
supervisory auditor, participated in two 
workshops sponsored by the Portland 
chapter of the Association of Govern- 
March 11. Their 
topic was ‘“‘Teambuilding for Higher 
Productivity.” 


ment Accountants, 


Stephen J. Jue, management auditor, 
prepared a paper entitled “‘A Sys- 
tematic Approach to Procuring and 
Developing Computerized Models.”’ 
The paper was presented to a joint na- 
tional meeting of the Operations 
Research Society of America and the In- 
stitute 


of Management Sciences, 


November 3. 


David K. Connolly, auditor, was reap- 
pointed to the business administration 
and economics advisory board of Seattle 
Pacific College for the program year 
1976-77. The board furnishes advice to 
the college concerning curriculum and 
development of internship programs 
and other projects. 














The following new professional staff members reported for work during the period November 16, 


1976, through February 15, 1977. 


Claims Division 


Energy and Minerals Division 


Human Resources Division 


Office of Administrative 
Services 


Equal Employment Opportunity 
Office 


Office of the General Counsel 


Program Analysis Division 


Bailey, Daniel L. 
House, Patrick M. 
Johansen, Charles K. 
Martin, Robert S. 
Pardin, Richard A. 
Yarwood, William A. 


Carrol, Benigna S. 
Cheston, Richard P. 


Fenile, Robert N. 
Kruvant, William J. 


Hoover, Bobby R. 


Eggart, Sandra J. 


Gainer, Linda 


Ayer, M. Frances 
Hayman, Stasia V. 


Aman, Gerard P. 
Bryant, Stephen N. 
Roberts, Kenneth E. Jr. 
Shikles, Janet L. 
Tirsun, Stuart F. 


Tulane University 
University of lowa 
University of Florida 
Rice University 
University of California 
University of Maryland 


Catholic University 

Massachusetts Institute of 
Technology 

Virginia Poletechnic Institute 

American University 


East Carolina University 


University of Pittsburgh 


Kent State University 


Emory University School of Law 
DePaul University College of Law 


State University of New York 
University of Florida 

Florida State University 
Howard University 
University of Maryland 
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Readings of 
Interest 


The reviews of books, articles, and other documents in this sec- 
tion represent the views and opinions of the individual 
reviewers, and their publication should not be construed as an 
endorsement by GAO of either the reviewers’ comments or the 
books, articles, and other documents reviewed. 


Federal Financial Management: 
Accounting and 
Auditing Practices 


By Cornelius E. Tierney and Robert D. 
Hoffman, American Institute of Certi- 
fied Public Accountants, 1976; 196 pp., 
hardback, $12.50. 


Today, Federal financial management 
has become so important that nearly 
everyone in our American society has 
become affected by the Federal Govern- 
ment’s revenue producing and spending 
policies. As a singular source of refer- 
ence, this book is the first publication of 
its kind to present information on how 
the Federal Government budgets, plans, 
accounts for, and audits congressional 
appropriations and related expendi- 
tures. It is well written and covers the 
subject matter with thoroughness and 
clarity. The reader will find this book 
timely, useful, and meaningful. 

The authors, both CPAs, have written 
this book according to their personal ex- 
periences as Federal auditors, account- 
ants, systems analysts, and financial 
managers. Mr. Tierney, a partner in the 
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accounting firm of Arthur Young and 
Company, has been employed by vari- 
ous Federal agencies, including GAO. 
Mr. Hoffman, Director of Corporate 
Audits for the Federal Deposit In- 
surance Corporation, has also worked 
for other Federal agencies and various 
public accounting firms. 

The book has a good introduction, 
eight basic chapters, and a worthwhile 
bibliography. The eight subject areas 


covered are: 


¢ Chapter | (laying the groundwork 
for the rest of the book), outlines 
the degree of authority and the 
responsibility for Federal financial 
management among four central 
financial agencies: the Office of 
Management and Budget, the De- 
partment of the Treasury, GAO, 
and the General Ad- 


ministration.! 


Services 


The organizational structure of 
individual agencies is emphasized 
in chapter 2. It includes planning 


1 GSA’s financial systems and policies functions 
reverted back to OMB in 1976. 





READINGS OF INTEREST 


and program review, budgeting, 
financial systems, accounting, and 
financial reporting. 

Chapter 3 defines the Federal 
budget as ‘“‘the spending plan on 
which the President bases his an- 
nual message to the people and to 
Congress.” The budget phases 
under the budget process are 
enumerated and congressional ap- 
propriations and 
periods are discussed. 
The different kinds of funds are 
classified in chapter 4. Federal ac- 


accounting 


counting systems are described ac- 
cording to their uniqueness, ac- 
counting structure, and financial 
procedures. 

The processes for accounting, 
recording, and reporting agency 
funds are introduced in chapter 5. 
It includes accounting for re- 
sources, apportionments, receipts, 
collections, allotments, obligations, 
accrued expenditures, accrued 
costs, and disbursements. 

The next two chapters deal with 
Federal contracts and grants, cover- 
ing their types, cost principles, and 
administrative requirements. 
Chapter 8 focuses on auditing 
Federal moneys. Federal audit 
responsibilities are given, along 
with the types, standards, and pro- 
cedural methods of auditing. This 
chapter concludes with the GAO 
audit approach. 


A questionable area in the book is the 
section on the background of accrual ac- 
counting for personal services and bene- 
fits. The authors state: 


* * * generally there is no significant 
difference between the obligation, ac- 
crued expenditure, costs, and checks 


106 


issued when the transaction is incur- 
red and settled immediately. For ex- 
ample, the time difference between 
incurring and obligation for em- 
ployee salaries and benefits and pay- 
ing this obligation could be relatively 
short and be of little consequence in 
an agency’s accounting or reporting. 


(pp. 90-91) 


Regardless of the time involved, there is 
a major difference between obligations 
and accrued expenditures on the one 
hand, and costs on the other, in a trans- 
action where employee salaries and 
benefits are involved. Obligations and 
expenditures accrue on the basis of time 
paid; salary costs accrue on the basis of 
time worked. Additionally, salary costs 
would also include employee leave and 
benefits costs, which are not included in 
accrued expenditures. As an example, if 
an employee is on annual leave for a 
month there is an obligation and ac- 
crued expenditure, but no cost. Costs oc- 
cur only for time worked. Conversely, 
when an employee works for a month, he 
would have an amount for costs greater 
than the amount for obligations and ac- 
crued expenditures. The costs exceed- 
ing accrued expenditures would be the 
pro rata share of employee leave and 
benefits costs which cannot be charged 
during periods when no work is done. 

As an oversimplified illustration using 
leave only, if an employee’s annual 
salary is $12,000 and he is on leave 2 
months of the year, each month the ac- 
crued expenditure is $1,000. For the 10 
months worked, the cost is $1,200 a 
month; there is no cost for the other 2 
months. 

The book’s content is undoubtedly of 
above average quality. It is fairly com- 
prehensive without being too technical 
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and, therefore, an ideal book for both 
Federal and non-Federal professionals 
who are interested in understanding and 
evaluating Federal financial require- 
ments, practices, and procedures. Over- 
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READINGS OF INTEREST 


all, I highly recommend this book to all 
GAO staff members. 


Ivan Trotsky 


Systems Accountant 
Financial and General Management 
Studies Division 





Annual Awards for Articles Published in The GAO Review 


Cash awards are available each year for the best articles written by GAO staff 
members and published originally in The GAO Review. Each award is known as the 
Award for the Best Article Published in The GAO Review and is presented during 
the GAO awards program held annually in October in Washington. 

One award of $500 is available to contributing staff members 35 years of age or 
under at the date of publication. Another award of $500 is available to staff 
members over 35 years of age at that date. 

Staff members through grade GS-15 at the time of publication are eligible for 
these awards. 

The awards are based on recommendations of a panel of judges designated by the 
Comptroller General. The judges will evaluate articles from the standpoint of the 
excellence of their overall contribution to the knowledge and professional 
development of the GAO staff, with particular concern for: 

Originality of concepts. 

Quality and effectiveness of written expression. 

Evidence of individual research performed. 

Relevancy to GAO operations and performance. 


Statement of Editorial Policies 


. This publication is prepared for use by the professional staff members of the 
General Accounting Office. 

. Except where otherwise indicated, the articles and other submissions generally 
express the views of the authors, and they do not necessarily reflect an official 
position of the General Accounting Office. 

. Articles, technical memorandums, and other information may be submitted for 
publication by any professional staff member. Submission should be made 
through liaison staff members who are responsible for representing their 
offices in obtaining and screening contributions to this publication. 

. Articles submitted for publication should be typed (double-spaced) and 
generally not exceed 14 pages. The subject matter of articles appropriate for 
publication is not restricted but should be determined on the basis of presumed 
interest to GAO professional staff members. Articles may be submitted on 
subjects that are highly technical in nature or on subjects of a more general 
nature. 


* U. S. GOVERNMENT PRINTING OFFICE : 1977--240-887/3 
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THE GAO REVIEW 


Editor 
E. H. Morse, Jr. 


Editorial Assistance 
Office of the Comptroller General 
Josephine M. Clark 
Management Services 
Michael Carlson 
Karen Gray 
Debbie Robey 
Jon Silverman 
Mimi Stockdell 


Grace Williamson 


Liaison Staff 
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Joseph J. Kline 
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Ronell B. Raaum 

General Government Division 
Leo Schimel 
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James F. Walsh 

International Division 


Charles E. Hughes 


Logistics and Communications 

Division 

Roger Peet 
Procurement and Systems Acquisition 

Division 

Philip W. Pennington 
Program Analysis Division 

Peter A. Smith 
Management Services 

Tom Franklin 
Field Operations Division 

J. B. Stevens 
Atlanta 

A. L. Patterson 
Boston 

Lester P. Slater, Jr. 
Chicago 

Daniel C. White 
Cincinnati 

David P. Wilton 
Dallas 

James J. Jodon 
Denver 

John T. Lacy 
Detroit 

John P. Competello 
Kansas City 

Arnett E. Burrow 
Los Angeles 

Eugene T. Cooper, Jr. 
New York 

William F. Paller 
Norfolk 

Lindsay B. Harwood 
Philadelphia 

Maurice Sady 
San Francisco 

John C. Karmendy 
Seattle 

Alvin S. Finegold 
Washington 

Val J. Bielecki 
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